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RD I nstruction 1942-A
PART 1942 - ASSCCI ATI ONS
Subpart A - Comunity Facility Loans
§ 1942.1 Ceneral.

(a) This subpart outlines the policies and procedures for maki ng and
processing i nsured | oans for community facilities except fire and rescue
and water and waste disposal facilities. This subpart applies to
conmunity facility loans for fire and rescue facilities only as
specifically provided for in subpart C of this part. Wter and waste

| oans are provided for in part 1780 of this title. The Agency shal
cooperate fully with State and | ocal agencies in nmaking | oans to assure
maxi mum support to the State strategy for rural developnment. State
Directors and their staffs shall maintain coordination and |iaison with
State agency and substate planning districts. Funds allocated for use
under this subpart are also for the use of Indian tribes within the
State, regardl ess of whether State devel opment strategies include |Indian
reservations within the State's boundaries. |Indians residing on such
reservati ons nust have equal opportunity to participate in the benefits
of these prograns as conpared with other residents of the State.

Federal statues provide for extending the Agency’s financial prograns

wi t hout regard to race, color, religion, sex, national origin, nmarita
status, age, or physical/nental handi cap. The participants nmust possess
the capacity to enter into | egal contracts under State and | oca
statutes. Any processing or servicing activity conducted pursuant to
this subpart involving authorized assistance to Agency enpl oyees,
nmenbers of their famlies, known close relatives, or business or close
personal associates, is subject to the provisions of Subpart D of Part
1900 of this chapter. Applicants for this assistance are required to
identify any known relationship or association with an Agency enpl oyee.
(Revi sed 06-19-97, SPECI AL PN.)

(b) Indian tribes on Federal and State reservations and other Federally
recogni zed Indian tribes are eligible to apply for and are encouraged to
participate in this program Such tribes night not be subject to State
and local laws or jurisdiction. However, any requirements of this
subpart that affect applicant eligibility, the adequacy of the Agency's
security or the adequacy of service to users of the facility and al

other requirements of this subpart nust be net.

(c) Loans sold without insurance by the Agency to the private sector
will be serviced in the private sector and will not be serviced under
this subpart. The provisions of this subpart are not applicable to such
| oans. Future changes to this subpart will not be made applicable to
such loans. (Revised 10-20-87, SPECI AL PN.)

DI STRI BUTI ON: WSDC Loan and Grant Making
Associ ati ons
1
(Revi sion 9)
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RD | nstruction 1942-A
§ 1942.1 (Con.)

(d) The District Ofice will normally be the entry point for
preapplications and serve as a |local contact point. Applications wll
be filed with the District Ofice and loans will be processed to the
maxi um extent possible by the District Ofice staff. The applicant's
governi ng body shoul d desi gnate one person to coordinate the activities
of its engineer, architect, attorney, and any other professiona

enpl oyees and to act as contact person during |oan processing. Agency
personnel shoul d make every effort to involve the applicant's contact
person when nmeeting with the applicant's professional consultants and/or
agents. The State Office staff will nmonitor comrunity prograns

| oanmaki ng and servicing, and will provide assistance to District Ofice
personnel to the extent necessary to assure that the activities are
bei ng acconplished in an orderly manner consistent with the Agency’s
regul ati ons. (Revised 05-19-92, SPECI AL PN.)

§ 1942.2 Processing applications.

(a) Preapplications.

(1) The District Ofice may handle initial inquiries and provide
basi c i nformati on about the program They are to provide the
preapplication, SF 424.2, "Application for Federal Assistance (For
Construction).” The District Director will assist applicants as
needed in conpleting SF 424.2, and in filing witten notice of
intent and request for priority reconmendation with the appropriate

cl eari nghouse. The District Director will informthe applicant that
it may be necessary to apply for credit fromconmercial sources. It
will be explained that if credit for the project is available from

conmer ci al sources at reasonable rates and terns the applicant is
not eligible for the Agency's financing. The District Director wll
nmeet with the applicant, whenever appropriate to discuss the

2
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RD | nstruction 1942-A

§ 1942.2(a)(1) (Con.)

(2- 6- 85)

Agency’ s preapplication processing. Guidance and assistance will be
provided by the State Director, as needed, for orderly application
processing. The District Director will determ ne that the
preapplication is properly conpleted and fully reviewed. The
District Director will then forward to the State Director

(Revi sed 02-14-96, PN 257.)

(i) Eligibility determinati on and reconmendati ons.
(ii) One copy of SF 424.2. (Revised 4-11-90, SPECI AL PN.)

(iii) State intergovernnental review conments and
recomendat i ons (cl eari nghouse coments).

(iv) Priority reconmendati ons.

(v) Supporting docunentation necessary to make an eligibility
determ nation, such as financial statenents, audits, or copies
of organi zati onal docunents or existing debt instrunents. The
District Director will advise applicants on what documents are
necessary. Applicants should not be required to expend
significant amounts of noney or time devel opi ng supporting
docunentation at the preapplication stage. (Added 3-1-88,
SPECI AL PN.)

(2) The State Director will review each SF 424.2 along with other
information that is deened necessary to determ ne whether financing
from comrerci al sources at reasonable rates and ternms is avail able.
If credit elsewhere is indicated, the State Director will instruct
the District Director to so informthe applicant and recommend the
applicant apply to commercial sources for financing. Projects my
be funded jointly with other |enders provided the requirenents of
8§1942.17 (g) of this subpart are net. Joint financing occurs when
two or nmore | enders make separate | oans to supply the funds required
by one applicant for a project.

3
(Revi sion 5)
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RD | nstruction 1942-A
§ 1942.2(a)(2) (Con.)

(3)

(i) 1In order to provide a basis for referral of
preapplications of only those applicants who may be able to
finance projects through conmercial sources, State Directors
should maintain liaison with representatives of banks,

i nvest ment bankers, financial advisors, and other |ender
representatives in the State. State Directors should maintain
criteria for determ ning preapplications which should be
referred to commercial lenders. A list of |enders
representatives interested in receiving such referral should be
mai nt ai ned.

(ii) The State Director shall maintain a working rel ationship
with the State Office or official that has been designated as
the single point of contact for the intergovernmental review
process and give full consideration to their comrents when

sel ecting preapplications to be processed. (Revised 05-19-92,
SPECI AL PN.)

(iii) The State Director will reviewthe District Director's
eligibility determ nation and recommendations in sufficient
time for the District Director's use in preparing and i ssuing
Form AD- 622.

(iv) FormAD-622 will be prepared by the District Director
within forty-five (45) cal endar days fromrecei pt of the
preapplication by the Agency, stating the results of the review
action. The original will be signed and delivered to the
applicant with a copy to the State Director

For preapplications eligible for Agency funding whi ch have the

necessary priority to conpete with similar preapplications, the
Agency will issue Form AD-622 inviting an application containing the
follow ng statement: (Revised 10-19-88, SPECI AL PN.)

"You are advi sed agai nst taking any actions or incurring any
obligations which would either Iimt the range of alternatives
to be considered, or which would have an adverse effect on the
environnent. Satisfactory conpletion of the environmental
revi ew process nust occur prior to the issuance of the letter
of conditions."

4
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RD | nstruction 1942-A
§ 1942.2(a) (Con.)

(4) The follow ng statement nmust be added to Form AD 622 when
notifying preapplicants who are eligible, but do not have the
priority necessary for further consideration at this tine:

"You are advi sed agai nst incurring obligations which would
l[imt the range of alternatives to be considered, or which
cannot be fulfilled w thout Farnmers Hone Adm nistration (FrmHA)
funds until the funds are actually nade available. Therefore,
you shoul d refrain fromsuch actions as initiating engi neering
and | egal work, taking actions which would have an adverse

ef fect on the environment, taking options on land rights,
devel opi ng detail ed plans and specifications, or inviting
construction bids until notified by FrHA to proceed. "

(b) Environmental review. Environmental requirenents will be
docunented in accordance with Subpart G of Part 1940 of this chapter and
submitted to the State Director. Starting with the earliest discussions
with prospective applicants or review of preapplications and conti nui ng
t hr oughout application processing, environnmental issues nmust be
considered. This should provide flexibility to consider alternatives to
the project and devel op nethods to nitigate identified adverse
environnental inpacts. Docunentation of the appropriate environmental
revi ew shoul d be conpl eted as soon as possible; however, the State

Director will ensure that the appropriate environnental reviewis
conpleted prior to issuing the letter of conditions. (Revised 10-19-88,
SPECI AL PN.)

(c) Applications. The District Director should assist the applicant in
application assenbly and processing.

(1) State Directors should have applications in process
representing approxi mtely 150 percent of the current State
al | ocati on.

(2) The application docket will include SF 424.2 and rel ated forns,
materials, and information. The application will be assenbled in
accordance with Guide 15 of this subpart or State gui des devel oped
under 81942.16 of this subpart. (Revised 4-11-90, SPECI AL PN.)

5
(Revi sion 5)
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RD I nstruction 1942-A
§ 1942.2(c) (Con.)

(3) Wen an applicant is notified to proceed with an application,
the District Director should arrange for a conference with the
applicant to provide copies of appropriate appendices and forms;
furni sh gui dance necessary for orderly application processing; and
to initiate a processing checklist for establishing a tine schedul e
for conpleting items using Form RD 1942-39, "Processing Check List
(&t her Than Public Bodies)," or Form RD 1942-40, "Processing Check
Li st (Public Bodies)," or other checklist adopted for use in the
State. The District Director will confirmdecisions nmade at this
conference by letter to the applicant and by copy of the processing
checklist. The original and a copy of the processing checklist wll
be retained in the District Ofice and a copy will be forwarded to
the State Ofice. The original and copy of the checklist retained
inthe District Ofice will be kept current as application
processing actions are taken. The copy will be sent to the State
Ofice to use in updating its copy of this form The State Ofice
will then return the District Ofice's copy. As the application is
bei ng processed, and the need devel ops for additional conferences,
the District Director will arrange with the applicant for such
conferences to extend and update the processing checklist.

(Revised 11-8-89, PN 121)

(d) Review of decision. If at any time prior to |oan approval it is
deci ded that favorable action will not be taken on a preapplication or
application, the District Director will notify the applicant in witing
of the reasons why the request was not favorably considered. The
notification to the applicant will state that a review of this decision
by FmHA may be requested by the applicant under Subpart B of Part 1900
of this chapter. The followi ng statement will al so be nmade on all
notifications of adverse action. "The Federal Equal Credit Opportunity
Act prohibits creditors fromdiscrimnating against credit applicants on
the basis of race, color, religion, national origin, sex, marital

status, age (Provided that the applicant has the capacity to enter into
a binding contract); because all or part of the applicant's incone is
derived from any public assistance program or because the applicant has
in good faith exercised any right under the Consunmer Credit Protection
Act. The Federal Agency that administers conpliance with this lawis

t he Federal Trade Comm ssion, Equal Credit Opportunity, Washington, D.C.
20580." (Revised 3/1/88, SPECI AL PN.)

(e) Joint funding. FrmHA may finance projects jointly with funds from
ot her sources, such as, commercial/private | enders, Federal agenci es,
State and | ocal CGovernnents, etc. Oher departments, agencies, and

6
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§ 1942.2(e) (Con.) RD I nstruction 1942-A

executive establishments of the Federal CGovernnent may partici pate and
provide financial and technical assistance jointly with FnHA to any
applicant to whom FnmHA i s providi ng assi stance. The anount of
participation by the other departnent, agency, or executive
establishnent shall only be Iimted by its authorities except that any
l[imtation on joint participation itself is superseded by Section 125 of
PL 95-334 (Section 347, Consolidated Farm and Rural Devel opment Act, as
anmended) .

8§1942.3 Preparation of appraisal reports.

VWen the | oan approval official requires an appraisal, Form RD 442-10,
"Apprai sal Report - Water and Waste Disposal Systens," may be used with
appropriate supplenments. Form RD 442-10 nmay be nodi fied as appropriate or
ot her appropriate format nay be used for facilities other than water and waste
di sposal. Appraisal reports prepared for use in connection with the purchase
of existing essential comunity facilities or when required by §1942. 17
() (2)(iii)(8)(2), (9(3)(iii)(B(2), and (j)(4) of this subpart, may be
prepared by the FmHA engi neer/architect or, if desired by the State Director
or other qualified appraiser. The |oan approving official may require an
applicant to provide an appraisal prepared by an independent qualified
apprai sers however, the |loan approving official must determine that the
apprai sed value shown in such reports reflects the present market val ue.

(Revi sed 3-1-88, SPECIAL PN.)

8§1942.4 Borrower contracts.

The State Director will, with assistance as necessary by the O fice of
t he General Counsel (OGC), concur in agreenents between borrowers and third
parties such as contracts for professional and technical services and
contracts for the purchase of water or treatnment of waste. State Directors
are expected to work closely with representatives or engi neering and
architectural societies, bar associations, comercial |enders, accountant
associ ations, and others in devel opi ng standard forns of agreenments, where
needed, and other such nmatters in order to expedite application processing,
mnimze referrals to OGC, and resol ve problens which may ari se.

8§1942. 5 Application review and approval .

(a) Procedures for review Odinarily the FrHA staff review will
proceed as applications are being devel oped. An overall review of the
applicant's financial status, including a review of all assets and
liabilities, will be a part of the docket review process by the staff
and approval officials. The engineering/architect reports and

associ ation data are to be reviewed by the FnHA staff engi neer or
architect, as appropriate, as soon as available but prior to the
District Director's conpletion of the project sumary. During the
review the District Director, in all cases, will make certain that no
[ ow i ncone or minority

7
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RD | nstruction 1942-A
§ 1942.5(a) (Con.)

conmunity within the service area has been omtted or di scouraged from
participating in the proposed project. The District Director will also
determ ne how the service area was defined to assure that gerrymandering
of specific comunities or areas has not occurred. The findings should
be docunented in the running record. Prior to presenting the assenbl ed
application to the approving official, the assenbl ed application
ordinarily will be processed in the foll owi ng sequence:

(1) The District Director will conplete the project sumrary
including witten analysis and recommendati ons using either Form

RD 1942-45, "Project Sunmary - Water and Waste Disposal and

O her Wility-Type Projects," for utility type projects or Form

RD 1942-43, "Project Summary - Comunity Facilities (O her than
utility-type projects),"” for all other types of projects. The
District Director will prepare a draft letter of conditions listing
all the requirenents which the applicant nust agree to nmeet within a
specific tine. (Revised 8-28-85, PN 977.)

(i) Requirements listed in letters of conditions will include
the followi ng unless inappropriate due to the particular type
of funding or entity involved: Maxi num anount of | oan and/or
grant which nay be consi dered, scheduling of paynents, term of

| oan and any defernent of principal which may be all owed,
reserve requirenents, conpliance with Section 504 of the
Rehabilitati on Act of 1973, nunber of users (nenbers) and
verification required, contributions, rates and charges,

i nterimfinancing, disbursement of funds, security

requi renents, graduation requirements, debt collection policies
trough the execution of Form RD 1910-11, "Application
Certification, Federal Collection Policies For Consumer or
Conmer ci al Debts," organization, business operations, insurance
and bondi ng (i ncluding applicant/borrower and contractor),
construction contract documents and biddi ng, accounts, records,
and audit reports required (including requirements of OVB
Circulars A-128 and A-110), adoption of Form RD 1942-47,

"Loan Resolution (Public Bodies)," for public bodies or Form

RD 1942-9, "Loan Resolution (Security Agreement)," for other
than public bodies, closing instructions, and ot her

requi renents. (Revised 8-11-89, SPECI AL PN)

(ii) Each letter of conditions will contain the follow ng

par agraphs: (Revised 1-31-85, SPECI AL PN.)

"This letter establishes conditions which must be
understood and agreed to by you before further
consideration may be given to the application. Any
changes in project cost, source of funds, scope of
services, or any other significant changes in the project

8
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§ 1942.5(a)(1)(ii) (Con.) RD I nstruction 1942-A

(2- 6- 85)

or applicant must be reported to and approved by written
amendment to this letter. Any changes not approved by the
Agency shall be cause for discontinuing processing of the
application.”

"This letter is not to be considered as loan approval or

as representation to the availability of funds. The
docket may be completed on the basis of a loan not to
exceed $ L

"If (insert agency name) makes the loan, you may make a
written request that the interest rate be the lower of the
rate in effect at the time of loan approval or the time of
loan closing. If you do not request the lower of the two
interest rates, the interest rate charged will be the rate
in effect at the time of loan approval. The loan will be
considered approved on the date a signed copy of Form RD
1940-1, "Request for Obligation of Funds," is mailed to
you. If you want the lower of the two rates, your written
request should be submitted to the Agency as soon as
practical. In order to avoid possible delays in loan
closing, such a request should ordinarily be submitted at
least 30 calendar days before loan closing."

"Please complete and return the attached Form RD 1942-4¢,
'Letter of Intent to Meet Conditions,' if you desire that
further consideration be given to your application.”
(Revised 11-08-89, PN 121)

(iii) Rural Devel opnment Managers may add the foll ow ng:

"If the conditions set forth in this letter are not met
within days from the date hereof, Rural
Development reserves the right to discontinue the
processing of the application."”

(2) The State staff engineer or architect, as appropriate, wll
include a witten analysis and recommendati ons on Form RD 1942-43 or
Form RD 1942-45. (Revised 08-28-85, PN 977.)

(3) The Chief, Conmunity Programs or Community and Busi ness
Programs will review the assenbl ed application and include on Form
RD 1942-43 or Form RD 1942-45 witten anal ysis and recomrendati ons,
including the availability of other credit and other eligibility

9
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RD I nstruction 1942-A

§ 1942.5(a)(3) (Con.)

determ nations. The draft letter of conditions will be reviewed and
any necessary nodifications nade. (Revised 08-28-85, PN 977.)

(b) Project requiring National O fice review Prior National Ofice
reviewis required for certain proposals (See Subpart A of Part 1901 of

this chapter).

(1) The Rural Devel opment Managers shoul d assenbl e applications for
the National Office reviewin the followi ng order fromtop to bottom
and forward themto the State Director for review and recommendati on
prior to submission to the National Ofice:

(i)

(ii)

Transmittal menorandum i ncl udi ng:

(A) Recommendation.

(B) Date of expected obligation.
(C) Any unusual circumstances.
Copi es of the foll ow ng:

(A) Proposed letter of conditions.

(B) Applicable State Intergovernmental review comments
(RD Instruction 1940-J, available in any Rural Development
office).

(C) Forms RD 1942-45 or RD 1942-43 (including the
required copy of Forms RD 442-7, "Operating Budget," and
RD 1942-14, "Association Project Fund Analysis").
(Revised 11-08-89, PN 121)

(D) Preliminary architectural or engineering report.
(Renumbered 04-02-98, SPECIAL PN.)

(E) Form RD 442-3, "Balance Sheet," or a financial
statement or audit that includes a balance sheet.
(Renumbered 04-02-98, SPECIAL PN.)

(F) For other essential community facility loan
applicants whose proposals do not meet the assured income
or tax based security requirements of § 1942.17(g) (2) (iii)
and (g) (3) (1iii) of this subpart, financial information for
the last five years of operation will be submitted if
available. The type of financial information

10
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§ 1942.5(b)(1)(ii)(F) (Con.) RD I nstruction 1942-A

(2- 6- 85)

to be submitted should be determined based on what is
available and the following order of preference:
Renumbered 04-02-98, SPECIAL PN.)

(1) Complete audits.

(2) Unaudited financial statements including balance
sheets and statements of income and expenses.

(3) Lists of income and expenses. (Revised 3-1-88,
SPECIAL PN.)

(G) For other essential community facility loans secured
under paragraph (b) (1) (ii) (F) of this section, submit a
detailed explanation of the proposed security; evidence
that the application cannot be processed and the loan
secured under paragraph (b) (1) (ii) (F) of this section;
evidence supporting the efforts by the applicant in
persuading appropriate public bodies to provide the
proposed facility and services and the results, and
comments of the Regional Attorney concurring in the
applicant's legal authority to give the proposed security.
(Revised and renumbered 04-02-98, SPECIAL PN.)

(H) Financial Feasibility Report when required by
§ 1942.17(h) (1). (Renumbered 04-02-98, SPECIAL PN.)

(I) Proposed lease agreements, management agreements, or
other agreements when facility management will be provided
by other than the applicant. (Renumbered 04-02-98,
SPECIAL PN.)

(J) Other forms and documents on which there are specific
questions. (Renumbered 04-02-98, SPECIAL PN.)

(K) Environmental impact analysis and documentation.
(Renumbered 04-02-98, SPECIAL PN.)

(L) Civil Rights Impact Analysis. (Added 04-02-98,
SPECIAL PN.)

(2) For applications to be reviewed in the State or field, at I|east
those itens in paragraph (b)(l)(ii) of this section, should be
avai |l abl e.

11
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RD | nstruction 1942-A
§ 1942.5 (Con.)

(c) For all applications. Al letters of conditions will be addressed
to the applicant, signed by the Rural Devel opnent Managers or ot her
Agency representative designated by the State Director, and delivered to
the applicant. Upon signing the letter of conditions, the Rura

Devel opnent Managers will send two copies of the letter of conditions
and two copies of Forms RD 1942-43 or RD 1942-45 to the State Director.
The State Director will imrediately send one copy of Forns RD 1942-43 or

RD 1942-45 (including the required copy of Forms RD 442-7 and RD 1942-
14) and a copy of the letter of conditions to the National Ofice,
Attention: Water and Waste Di sposal Division or Cormunity Facilities
Di vision, as appropriate. The Rural Devel opnent Managers, with

assi stance as needed fromthe State O fice, will discuss the

requi rements of the letter of conditions with the applicant's
representatives and afford them an opportunity to execute Form

RD 1942-46. (Revised 11-8-89, PN 121.)

(1) The letter of conditions should not ordinarily be issued unless
the State Director expects to have adequate funds in the State
allocation to fund the project within the next 12 nonths based on
historic allocations or other reliable projections.

(2) If the applicant declines to execute Form RD 1942-46, the Rura
Devel opnent Managers will imediately notify the State Director and
provide conplete information as to the reasons for such declination
(Revised 11-8-89, PN 121)

(3) If the applicant executes Form RD 1942-46, the Rura

Devel opnent Managers will forward two copies of the conpleted Form
RD 1942-14; and the conpl eted and executed original, a signed copy
and an unsi gned copy of Form RD 1940-1 to the State Director
(Revised 11-08-89, PN 121.)

(d) Loan approval and obligating funds. Loans will be approved under
this subpart and Subpart A of Part 1901 of this chapter (available in
any Rural Devel opnent office). The loan will be considered approved on

the date the signed copy of Form RD 1940-1 is mailed to the applicant.
The State Director or designee may request an obligation of funds when
available within their State allocation and according to the foll ow ng:

(1) Form RD 1940-1, authorizing funds to be reserved, may be
executed by the | oan approving official providing the applicant has
the I egal authority to contract for a loan, and to enter into

requi red agreenments and has signed Form RD 1940-1.

(2) |If approval was concurred in by the National Ofice, a copy of
t he concurring menorandumwi ||l be attached to the original of Form
RD 1940- 1.

12
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RD I nstruction 1942-A
§ 1942.5(d) (Con.)

(3) The State Director or designee will request an obligation of
| oan and/or grant funds via the Rural Devel opment field office
term nal systemafter signing FormRD 1940-1. The requesting

official will furnish security identification as necessary. The
requesting official will record the date, tine of request, and their
initials on the original FormRD 1940-1. (Revised 3-1-88, SPECI AL
PN.)

(4) The obligation date and date the applicant is notified of |oan
and/ or grant approval is six working days fromthe date funds are
reserved unl ess an exception is granted by the National Ofice.
(Revi sed and Renumbered 3-1-88, SPECI AL PN.)

(5) Imediately after verifying that funds have been reserved,
utilizing the Rural Devel opment field office terminal system status
inquiry function, the State Director or designee will notify, by

t el ephone, the Legislative Affairs and Public Information Staff in
the National Office as required by FmHA Instruction 2015-C
(available in any FnmHA State Ofice). (Revised and Renunmbered 3-1-
88, SPECI AL PN.)

(6) Loan approval and applicant notification will be acconplished
by the State Director or designee by mailing to the applicant on the

12A
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obligation date a copy of Form RD 1940-1 which has been previously

signed by the applicant and | oan approval official. The date the
applicant is notified is also the date interest rate at |oan
approval is established. The State Director or designee will record

the date of applicant notification and the interest rate in effect
at the tine on the original of FormRD 1940-1 and include it as a
permanent part of the District Ofice project file with a copy
placed in the Stare Ofice file. (Revised and Renunbered 3-1-88,
SPECI AL PN.)

(7) I1f atransfer of obligation of funds is necessary, conplete
Form RD 450-10, "Advice of Borrower's Change of Address, Nane, Case
Nunber, or Loan Nunber," and process via the FnHA field office
term nal system An obligation of funds established for and
applicant may be transferred to a different (substituted) applicant
provi ded:

(i) The substituted applicant is eligible to receive the
assi stance approved for the original applicant;

(ii) The substituted applicant bears a close and genui ne
rel ationship to the original applicant (such as two
organi zations that are controlled by the sane individuals); and

(iii) The need for and scope of the project and the purpose(s)
for which FnHA funds will be used remain substantially
unchanged. (Added 3-1-88, SPECI AL PN.)

1942.6 Preparation for | oan closing

(a) Obtaining closing instructions. Conpleted dockets will be revi ewed
by the State Director. The information required by OGC will be
transmitted to OGC with a request for closing instructions. Upon
recei pt of the closing instructions fromOGC, the State Director wll
forward them al ong with any appropriate instructions co the District
Director. Upon receipt of closing instructions, the District Director
will discuss with the applicant and its architect or engi neer, attorney,
and ot her appropriate representatives, the requirements contained
therein and any actions necessary to proceed with closing.

(b) Verification of users and other funds.

(1) In connection with a loan for a utility type project to be
secured by a pledge of user fees or revenues, the District Director
wi Il authenticate the nunber of users prior to loan closing or the
commencemnent of construction, whichever occurs

13
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(c)
conpl

(d)
(Revi

(e)

first. Such individual will review each signed user agreenment and
check evidence of cash contributions. |If during the renew any
indication is received that all signed users may not connect to the
system there will be such additional investigation made as deemned
necessary to determi ne the number of users who will connect to the
system The District Director will record the determnation in
menorandum to the State Director

(2) In all cases the availability and anmount of other funds to be
used in the project will be verified by FnHA

Initial conpliance review An initial conpliance review should be
eted under Subpart E of Part 1901 of this chapter

Ordering | oan checks. Checks will not be ordered until
sed 7-12-88, PN 89.)

(1) The applicant has conplied with approval conditions and cl osing
i nstructions, except for those actions which are to be conpleted on
the date of | oan closing or subsequents thereto; and

(2) The applicant is ready to start construction or funds are
needed to pay interimfinancing obligations.

Multiple advances of FnHA funds. Wen FnHA provides | oan funds

during the construction period using interim (tenporary) instruments
described in 8§ 1942.19(g) of this subpart, the followi ng action will be
taken prior to the issuance of the permanent instrunents:

(1) The Finance Ofice will be notified of the anticipated date for
retirement of the interiminstruments and i ssuance of permanent
instruments of debt.

(2) The Finance Ofice will prepare a statenent of account

i ncludi ng accrued interest through the proposed date of retirenent
and al so show the daily interest accrual. The statement of account
and the interimfinancing instrument will be forwarded to the
District Director

(3) The District Director will collect interest through the actua
date of the retirement and obtain the pernanent instrunent(s) of
debt in exchange for the interimfinancing instrunents. The
per manent instruments and the cash collection will be forwarded to
the Finance Ofice imediately, except that for prom ssory notes and
single instrument bonds fully registered as to principal and
interest the original will be retained in the District Ofice and a
copy will be forwarded to the Finance Ofice. |n developing the
per manent instruments, the sequence of preference set out in
§ 1942.19(e) of this subpart will be followed. (Revised 8-10-88,
PN 92)
14
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8§1942. 7 Loan cl osing.

Loans will be closed in accordance with the closing instructions issued
by the OGC and 81942.17 (o) of this subpart and as soon as possible after
recei ving the check

(a) Authority to execute, file, and record legal instruments. District
O fice enpl oyees are authorized to execute and file or record any |ega
instruments necessary to obtain or preserve security for loans. This

i ncl udes, as appropriate, nortgages and other lien instrunents, as well
as affidavits, acknow edgnents, and other certificates.

(b) Preparation of nortgages. Unless otherwi se required by State | aw
or unl ess an exception is approved by the State Director with advice of
the OGC, only one nortgage will be taken even though the indebtedness is
to be evidenced by nore than one instrument.

(c) Source of funds for insured loans. Al loans will be made fromthe
Rur al Devel opnent | nsurance Fund (RDIF).

(d) Unused funds. Obligated funds planned for project devel opnent,
which remain after all authorized costs have been provided for, will be
di sposed of in accordance with 81942.17 (p)(6) of this subpart. See
Subpart B of Part 1951 of this chapter as to the nethod of returning

| oan and grant funds.

(e) Loan checks. Wenever a loan check is received, |ost, or

destroyed, the District Director will take appropriate actions outlined
in RD Instruction 2018-D. Checks which cannot be delivered within a
reasonabl e amount of tine (no nore than 20 cal endar days) wll be
handl ed in accordance with RD Instruction 2018-D. (Revised 11-02-94,

PN 236.)

(f) Supervised bank accounts. Supervised bank accounts will be handl ed
under Subpart A of Part 1902 of this chapter. (Revised 3-1-88,

SPECI AL PN.)

8§1942.8 Actions subsequent to | oan cl osing.

(a) Mrtgages. Real estate or chattel nortgages or security

instruments will be delivered to the recording office for recordation or
filing, as appropriate. A copy of such instruments will be delivered to
the borrower. The original instrument, if returnable after recording or
filing, will be retained in the borrower's case fol der
15
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(b) Notes and bonds. When the debt instrument is a promi ssory note or
single instrument bond fully registered as to principal and interest, a
conformed copy will be sent to the Finance Ofice i mediately after |oan
losing and the original instrument will be stored in the District

Ofice. Wien other types of bonds are used, the original bond(s) wll
be forwarded to the Finance Ofice inmediately after |oan closing.

(Revi sed 3-1-88, SPECIAL PN.)

(c) Miltiple advances -- bond(s). Wen tenporary paper, such as bond
anticipation notes or interimreceipts, is used to conformw th the
mul ti pl e advance requirement, the original tenmporary paper will be
forwarded to the Finance Office after each advance is nade to the
borrower. The borrower's case number will be entered in the upper

ri ght-hand corner of such paper by the District Office. The permanent
debt instrument(s) should be forwarded to the Finance Ofice as soon as
possi ble after the |ast advance is nmade, except that for pronissory
notes and single instrunent bonds fully registered as to principal and

interest, the original will be retained in the District Ofice and a
copy will be forwarded to the Finance Ofice. (Revised 3-1-88,
SPECI AL PN.)

(d) Bond registration record. Form RD 442-28, "Bond Registration
Book," may be used as a guide to assist borrowers in the preparation of
a bond registration book in those cases where a registration book is
required and a book is not provided in connection with the printing of
t he bonds.

(e) Disposition of title evidence. Al title evidence other than the
opinion of title, nmortgage title insurance policy, and water stock
certificates will be returned to the borrower when the | oan has been
cl osed.

(f) Material for State Ofice. Wen the | oan has been closed, the
District Director will subnmit to the State Director

(1) The compl eted docket; and

(2) A statenment covering information other than the conpletion of
| egal docunents showi ng what was done in carrying out |oan closing
i nstructions.

(g) State Ofice review of loan closing. The State Director will
review the District Director's statenent concerning | oan closing
the security instrunents, and other docunents used in closing to
det ermi ne whether the transaction was cl osed properly. Al materia
submitted by the District Director, including the executed contract
docunents (if required by OGC) with the certification of the
borrower's attorney, along with a statenent by the State Director

16
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that all adm nistrative requirenments have been met, will be referred to
OGC for post closing review. OGC will reviewthe submitted material to
determ ne whether all |egal requirements have been net. OGC s review of
FmHA' s standard forms will be only for proper execution thereof, unless
the State Director brings specific questions or deviations to the
attention of OGC. It is not expected that facility devel opnent

i ncluding construction will be held up pending receipt of the opinion
from OGC. When the opinion fromOGC is received, the State Director
will advise the District Director of any deficiencies that nust be
corrected and return all material that was subnmitted for review

(Revi sed 3-1-88, SPECIAL PN.)
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§ 1942.8 (Con.) RD I nstruction 1942-A
(h) Saf equardi ng bond shipnments. FnHA personnel will follow the
procedures for safeguarding mailings and deliveries of bonds and coupons
outlined in RD Instruction 2018-E (avail able in any FmHA office),
whenever they mail or deliver these itemns.

(i) Water stock certificates. Water stock certificates will be filed
in the | oan docket in the District Ofice.

§1942.9 Planning, bidding, contracting, and constructing. [See §81942.17 (p)
and 1942. 18]

(a) Review of construction plans and specifications. Al plans and
specifications will be submitted as soon as available to the State
Ofice for review and coments.

(b) Contract approval. The State Director or designee is responsible
for approving all construction contracts using |egal advice and gui dance
of OGC as necessary. The use of a contracting method under 8§1942.18 (1)
of this subpart exceeding $100, 000 nmust be concurred in by the Nationa
Ofice. Procurement under 81942.18 (1) of this subpart will not be
consi dered when an FnHA grant is involved. Wen an applicant requests
such concurrence, the State Director will submt the following to the
National Office: (Revised 3-1-88, SPECIAL PN.)

(1) State Director's and FrmHA engi neer/architect's conrents and
recomendat i ons, and when nonconpetitive negotiation is proposed,
submit an eval uation of previous work of the proposed construction
firm

(2) Regional attorney's opinion and conments regarding the | ega
adequacy of the proposed procurerment method and proposed contract
document s.

(3) Copy of owner's witten request and description of the
procur enent method proposed.

(4) Copy of the proposed contract.

(c) Bidirreqularities. Any irregularities in the bids received or
other matters pertaining to the contract award having | egal inplications
will be cleared with OGC before the State Director consents to the
contract award.

(d) Nonconpliance. State Directors, upon receipt of information

i ndi cating borrowers or their officers, enployees, or agents are not
performing in conpliance with 81942.18 (j)(l) of this subpart, may
request the Regional Ofice of the Inspector General (O QG to

i nvestigate the matter and provide a report. The State Director is
responsi ble for resolving the issue.

8§1942.10 - 1942.11 |[Reserved]
17
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8§1942. 12 Loan cancell ati on.

Loans whi ch have been approved and obligations which have been
est abl i shed nmay be cancell ed before closing as foll ows:

(a) FormRD 1940-10, "Cancellation of U S. Treasury Check and/or
oligation." The District Director or State Director nay prepare and
execute Form RD 1940-10 in accordance with the Forns Manual |nsert
(FM). If the check has been received or is subsequently received in
the District Office, the District Director will return it as prescribed
in RD Instruction 2018-D. (Revised 11-02-94, PN 236.)

(b) Notice of Cancellation. |If the docket has been forwarded to OGCC,
that office will be notified of the cancellation by copy of Form RD
1940-10. Any application for title insurance, if ordered, will be
cancel l ed. The borrower's attorney and engi neer/architect, if any,
shoul d be notified of the cancellation. The District Director may
provi de the borrower's attorney and engi neer/architect with a copy of
the notification to the applicant. The State Director will notify the
Director of Legislative Affairs and Public Information by tel ephone or
electronic mail and give the reason for such cancell ation

§1942. 13 Loan servicing.

Loans will be serviced under Subpart E of Part 1951 of this chapter.

8§1942. 14 Subsequent | oans.

Subsequent | oans will be processed under this subpart.

8§1942. 15 Del egati on and redel egati on of authority.

The State Director is responsible for inplenenting the authorities in
this subpart and for issuing State supplements redel egating authorities. Loan
and grant approval authority is in Subpart A of Part 1901 of this chapter.
Except for | oan and grant approval authority, District Directors nay
redel egate their duties to qualified staff menbers.

8§1942.16 State suppl enents and qui des.

State Directors will obtain National Ofice clearance for all State
suppl enents and gui des under RD Instruction 2006-B, (available in any FnHA
of fice).

17A
(Revi sion 3)

(2-6-85) PN 956



RD | nstruction 1942-A
§ 1942.16 (Con.)

(a) State supplements. State Directors may supplement this subpart to
neet State and | ocal [aws and regulations and to provide for orderly
application processing and efficient service to applicants. State
suppl enents shall not contain any requirements pertaining to bids,
contract awards, and materials nore restrictive than those in 81942.18
of this subpart.

(b) State guides. State Directors nay devel op gui des for use by
applicants if the guides to this subpart are not adequate. State
Director may prepare guides for itenms needed for the application, itemns
necessary for the docket, and itenms required prior to |loan closing or
start of construction.

17B
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8§1942. 17 Community Facilities.

(a) GCeneral. This section includes information and procedures
specifically designed for use by applicants, including their

prof essi onal consultants and/or agents who provide such assi stance and
services as architectural, engineering, financial, |egal, or other
services related to application processing and facility planning and
devel opnent. This section is nade avail able as needed for such use. It
i ncl udes FnHA policies and requirenents pertaining to | oans for
conmunity facilities. It provides applicants wi th guidance for use in
proceeding with their application. FnHA shall cooperate fully with
appropriate State agencies to give maxi mum support of the State's
strategi es for devel opnent of rural areas. (Revised 05-19-92, SPECI AL
PN.)

(b) Eligibility. Financial assistance to areas or communities adjacent
to, or closely associated with, nonrural areas is limted by §1942.17
(c) of this subpart. (Revised 05-19-92, SPECI AL PN.)

(1) Applicant.

(i) A public body, such as a municipality, county, district,
authority, or other political subdivision of a state.

(A) Loans for water or waste disposal facilities will not
be made to a city or town with a population in excess of
10,000 inhabitants, according to the latest decennial
Census of the United States.

(B) Loans for essential community facilities will not be
made to a city or town with a population in excess of
20,000 inhabitants, according to the latest decennial
Census of the United States.

(ii) An organization operated on a not-for-profit basis, such
as an associ ation, cooperative, or private corporation.
Appl i cants organi zed under the general profit corporation |aws
may be eligible if they actually will be operated on a not-for-
profit basis under their charter, bylaws, nortgage, or

suppl enental agreenment provisions as may be required as a
condition of |oan approval. Essential conmunity facility
applicants other than utility-type nmust have significant ties
with the Iocal rural comunity. Such ties are necessary to
ensure to the greatest extent possible that a facility under

private control will carry out a public purpose and continue to
primarily serve rural areas. Ties may be evidenced by itens
such as:
21
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(2)

(3)

shal

(A) Association with or controlled by a local public body
or bodies, or broadly based ownership and controlled by
members of the community.

(B) Substantial public funding through taxes, revenue
bonds, or other local Government sources, and/or
substantial voluntary community funding, such as would be
obtained through a community-wide funding campaign.

(iii) Indian tribes on Federal and State reservations and
ot her Federally recognized Indian tribes.

Facility.

(i) Facilities must be located in rural areas, except for
utility-type services such as water, sewer, natural gas, or
hydroel ectric, serving both rural and non-rural areas. |n such
cases, FmHA funds may be used to finance only that portion
serving rural areas, regardless of facility |ocation.

(ii) Essential conmunity facilities nmust primarily serve rura
ar eas.

(iii) For water or waste disposal facilities, the terns
“rural” and "rural area" will not include any area in any city
or town with a population in excess of 10,000 inhabitants,
according to the | atest decennial Census of the United States.

(iv) For essential comunity facilities, the terms "rural" and
"rural area" will not include any area in any city or town with
a popul ation in excess of 20,000 inhabitants, according to the
| at est decennial Census of the United States.

Credit elsewhere. Applicants nust certify in witing and FnHA
det erm ne and document that the applicant is unable to finance

t he proposed project fromtheir own resources or through comrercia
credit at reasonable rates and terns.
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§1942. 17 (b) (Con.)

(2- 6- 85)

(4) Legal authority and responsibility. Each applicant nust have
or will obtain the legal authority necessary for constructing
operating and maintaining the proposed facility or service and for
obt ai ni ng giving security for and repaying the proposed | oan. The
appl i cant shall be responsible for operating maintaining and
managi ng the facility and providing for its continued availability
and use at reasonable rates and terns. This responsibility shall be
exerci sed by the applicant even though the facility may be operated
mai nt ai ned or managed by a third party under contract nanagenent
agreement or witten | ease. Leases may be used when this is the
only feasible way to provide the service and is the customary
practice. Managenment agreenents shoul d provide for at |east those
items listed in Guide 24 of this subpart (available in any Agency
of fice). Such contracts nanagement agreenents or |eases must not
contain options or other provisions for transfer of ownership.

(5) Refinancing debt. The Governnent shall require an agreenent
that if at any tinme it shall appear to the Governnent that the
borrower is able to refinance the anpunt of the indebtedness then
outstanding in whole or in part by obtaining a |loan for such

pur poses from responsi bl e cooperative or private credit sources at
reasonable rates and terms for loans for simlar purposes and

peri ods of tinme the borrower will upon request of the Governnent
apply for and accept such loan in sufficient anbunt to repay the
Government and will take all such actions as may be required in

connection with such | oan.

(6) Expanded eligibility for tinber-dependent communities in
Pacific Northwest. |In the Pacific Northwest defined as an area

cont ai ni ng national forest covered by the Federal docunent entitled
Forest Plan for a Sustainable Econonmy and a Sustai nabl e Environment,
dated July 1 1993; the population linits contained 81942.17(b) are
expanded to include communities with not nore than 25, 000

i nhabitants until Septenber 30, 1998 if: (Added 09-06-95, PN 250.)

(i) Part or all of the conmunity lies within 100 nmiles of the
boundary of a national forest covered by the Federal docunent
entitled Forest Plan for a Sustainable Economy and a
Sust ai nabl e Environment, dated July 1, 1993; and

(ii) The comunity is located in a county in which at |east 15
percent of the total primary and secondary |abor and proprietor
income is derived fromforestry, wood products, or
forest-related industries such as recreation and tourism
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(c)

Priorities.

(1) Truly rural areas. FnHA program assistance will be directed
toward truly rural areas and rural communities. Normally, priority
will not be given to preapplications for projects that will serve

other than truly rural areas. Truly rural areas are areas other
than densely settled areas or communities adjacent to, or closely
associated with, a city or towmn with a popul ati on exceedi ng 10, 000
residents for water or waste di sposal assistance, or 20,000
residents for essential conmunity facility assistance. When
determ ni ng whether a rural area or rural community is adjacent to,
or closely associated with, a city or town with a popul ation
exceedi ng 10,000 residents for water and waste di sposal, or 20,000
residents for essential conmunity facility assistance, minor open
spaces such as those created by physical or |egal barriers,
conmercial or industrial devel opment, parks, areas reserved for
conveni ence or appearance, or narrow strips of cultivated land, wll
be di sregarded. An area or comunity shall be considered adjacent
to or closely related with a nonrural area when it constitutes for
general , social, and econom c purposes a single comunity having a
conti guous boundary.

(2) Project selection process. The follow ng paragraphs indicate
items and conditions which rmust be considered in selecting
preapplications for further devel opnment. Wen ranking eligible
preapplications for consideration for limted funds, FmHA officials
must consider the priority items net by each preapplication and the
degree to which those priorities are met, and apply good judgment.

(i) Preapplications. The preapplication and supporting
information submitted with it will be used to determine the
proposed project's priority for avail able funds.

(ii) State Office review Al preapplications will be
revi ewed and scored and Form AD-622, "Notice of Preapplication
Revi ew Action," issued within the tine limts in 8§1942. 2

(a)(2)(iv) of this subpart. Wen considering authorizing the
devel opnent of an application for funding, the State Director
shoul d consider the remaining funds in the State allocation
and the anticipated allocation of funds for the next fisca
year as well as the anpbunt of tine necessary to conplete that
application. Applicants whose preapplications are found to be
ineligible will be so advised. These applicants will be given
adverse notice through Form AD-622 and advi sed of their appea
ri ghts under Subpart B of Part 1900
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of this chapter. Those applicants with eligible [ ower scoring
preapplicati ons which obviously cannot be funded within an

ei ghteen nonth period of time, and are not within 150 percent
of the State's allocation, should be notified that funds are
not avail abl e; and requested to advise whether they wish to
have their preapplication maintained in an active file for
future consideration. The State Director may request an
additional allocation of funds fromthe National O fice for
such preapplications. Such requests will be considered al ong
with all others on hand.

(iii) Selection priorities. The priorities described bel ow
will be used by the State Director to rate preapplications.

The priorities should be applied to water and waste di sposal or
conmunity facilities preapplications as directed. The format
found in Part | of Guide 26 of this subpart should be followed
in scoring each preapplication. A copy of the score sheet
shoul d be placed in the case file for future reference.

(A) Population priorities. The following priorities
apply to both Water and Waste Disposal and Community
Facilities preapplications. Points will be distributed as
indicated.

(1) The proposed project is located in a rural
community having a population not in excess of 2,500
- 25 points.

(2) The proposed project is located in a rural
community having a population not in excess of 5,500
- 20 points. (Points under this priority should not
be assigned to a preapplication if points were
assigned under paragraph (c) (2) (iii) (A) (1) of this
section.

(B) Health priorities. Points will be distributed as
indicated.

(1) Water and Waste Disposal preapplications only.
The proposed project is:

(1) needed to alleviate the sudden unexpected
diminution or deterioration of a water supply,
or to meet health or sanitary standards which
pertain to a community's water supply - 25
points.
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(C)

(1i) required to correct an inadequate waste
disposal system due to unexpected occurrences,
or to meet health or sanitary standards which
pertain to a community's waste disposal system -
25 points.

(2) Community Facility preapplication only. The
proposed project is required either to correct a
health or sanitary problem, or to meet a health or
sanitary standard - 25 points.

Income priorities. The following priorities apply to

both Water and Waste Disposal and Community Facilities
preapplications. Points will be distributed as indicated.
The median income of the population to be served by the
proposed facility is:

(1) Less than the poverty line for a family of four,
as defined in Section 673 (2) of the Community
Services Block Grant Act (42 U.S.C. 9902 (2)), or
less than 80% of the statewide nonmetropolitan median
household income - 25 points. (Revised 3-1-88,
SPECIAL PN.)

(2) Equal to or more than the poverty line and
between 80% and 100%, inclusive, of the State's
nonmetropolitan median household income - 20 points.
(Revised 3-1-88, SPECIAL PN.)

(D) Other factors. Points will be distributed as
indicated.
(1) Water and Waste Disposal preapplication only.

The proposed project will: merge ownership,
management, and operation of smaller facilities
providing for more efficient management and
economical service; and/or enlarge, extend, or
otherwise modify existing facilities to provide
service to additional rural residents - 10 points.

(2) Community Facilities preapplications only. The
purpose of the proposed project is to construct,
enlarge, extend or otherwise improve the following
types of facilities. (Select only the factor most
applicable to the proposed project.)
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(1) Public safety - 10 points. (Examples
include police services and fire, rescue and
ambulance services as authorized by Subpart C of
this Part.) (Revised 11-4-87, PN 68.)

(1i) Health care - 5 points. (Examples include
clinics, nursing homes, convalescent facilities,
and hospital projects designed to make the
facility conform with life/safety codes,
medicare and medicaid regquirements, and minor
expansions needed to meet the immediate
requirements of the community. Points under
this authority should not be awarded to a
preapplication if points were awarded under
§1942.17 (c) (2) (iii) (B) (2) of this subpart.)

(3) Water and Waste Disposal and Community

Facilities preapplications.

(1) Applicant is a public body or Indian tribe

- 5 points.
(1i) Project is located in a "truly rural area"
as described in §1942.17(c) (1) of this subpart -
10 points.

(iii) Amount of joint financing committed to
the project is:

(a) 20%or nore private, |local or
state funds except federal funds
channel ed through a state agency - 10
poi nt s.

(b) 5%- 19%private, local or state
funds except federal funds channel ed
through a state agency - 5 points.

(E) In certain cases the State Director may assign up to
15 points to a preapplication, in addition to those that
may be scored under paragraphs (c) (2) (iii) (A) through (D),
of this section. These points are primarily intended to
address an unforeseen exigency or emergency, such as the
loss of a community facility due to accident or natural
disaster or the loss of joint financing if FmHA funds are
not committed in a timely fashion. However, the points
may also be awarded to projects in order to improve
compatibility/coordination between FmHA's and other
agencies' selection systems and to assist those projects
that are the most cost effective. A written justification
must be prepared and placed in the project file each time
the State Director assigns these points.
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(iv) Results of State Ofice review After conpleting the

review, the State Director will normally select the eligible
preapplications with the highest scores for further process-
ing. |In cases where prelinmnary cost estimates indicate that

an eligible, high scoring preapplication is unfeasible or would
requi re an amount of funding from FmHA t hat exceeds either 25
percent of a State's current annual allocation or an anpunt
greater than that remaining in the State's allocation, the
State Director may instead sel ect the next |ower scoring
preapplication(s) for further processing provided the high
scoring applicant is notified of this action and given an
opportunity to revise the proposal and resubmt it. |If it is
found that there is no effective way to reduce costs, the State
Director, after consultation with applicant, may subnit a
request for an additional allocation of funds for the proposed
project to the National Ofice. The request should be
submitted during the fiscal year in which obligation is
anticipated. Such requests will be considered along with al
others on hand. A witten justification nust be prepared and
placed in the project file when an eligible preapplication with
a higher rating is not selected for further processing. The
State Director will notify the District Director of the results
of the review action. The State Director will return the pre-
application information with an authorization for the District
Director to prepare and i ssue Form AD- 622 in accordance with
8§1942.2 (a)(2)(iv) of this subpart. Priority will be given to
t hose preapplications and applica-tions for funding which neet
criteria in 81942.17 (c)(2) (iii)(A) (1) or (2); and the
criteria in 81942.17 (c)(2)(iii) (B)(1)(i) or (ii) or (B)(2) of
this subpart.

(v) Application developnent. Applications should be devel oped
expedi tiously followi ng good managenent practices.

Applications that are not devel oped in a reasonable period of
time taking into account the size and conplexity of the
proposed project may be renpved fromthe State's active file.
Applicants will be consulted prior to taking such action

(vi) Project obligations. To ensure efficient use of
resources, obligations should occur in a tinmely fashion

t hroughout the fiscal year. Projects may be obligated as their
applications are conpleted and approved.

(vii) Requests for additional funding. Al requests for
additional allocations of funds submitted to the Nationa

Ofice nust followthe formats found in Parts | and Il of Cuide
26. In selecting projects for funding at the National Ofice

| evel , additional points may be scored based on the priority
assigned to the project by the State O fice.
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(d)
(1)

These points will be scored in the nmanner shown below. Only
the three highest priority projects can score points. In
addition, the Administrator may assign up to 15 additiona
points to account for items such as geographic distribution of
funds and energency conditions caused by econonic problens or
natural disasters.

Priority Points
1 5
2 3
3 1

(viii) Cost overruns. A preapplication nay receive

consi deration for funding before others at the State O fice
level or at the National Ofice level, if funds are not
available in the State Ofice, when it is a subsequent request
for a previously approved project which has encountered cost
overruns due to high bids or unexpected construction probl ens
t hat cannot be reduced by negotia-tions, redesign, use of bid
alternatives, rebidding or other neans.

Eligi bl e | oan purposes.

Funds may be used:

(i) To construct, enlarge, extend, or otherw se inprove water
or waste disposal and other essential community facilities
providing essential service primarily to rural residents and
rural businesses. Rural businesses would include facilities
such as educational and other publicly owned facilities.

(Revi sed 05-19-92, SPECI AL PN.)

(A) "Water or waste disposal facilities"™ include water,
sanitary sewerage, solid waste disposal, and storm
wastewater facilities.

(B) "Essential community facilities" are those public
improvements requisite to the beneficial and orderly
development of a community operated on a nonprofit basis

including but not limited to: (Revised 11-4-87, PN 68.)
(1) Health services;
(2) Community, social, or cultural services;
(3) Transportation facilities, such as streets,

rgads, and bridges;
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(4) Hydroelectric generating facilities and related
connecting systems and appurtenances, when not
eligible for Rural Electrification Administration
(REA) financing;
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(5) Supplemental and supporting structures for other
rural electrification or telephone systems (including
facilities such as headquarters and office buildings,
storage facilities, and maintenance shops) when not
eligible for Rural Electrification Administration
financing:

(6) Natural gas distribution systems; and

(7) Industrial park sites, but only to the extent of
land acquisition and necessary site preparation,
including access ways and utility extensions to and
throughout the site. Funds may not be used in
connection with industrial parks to finance on-site
utility systems, or business and industrial
buildings.

(C) "Otherwise improve" includes but is not limited to
the following:

(1) The purchase of major equipment, such as solid
waste collection trucks, and X-ray machines, which
will in themselves provide an essential service to
rural residents; (Revised 11-4-87, PN 68.)

(2) The purchase of existing facilities when it is
necessary either to improve or to prevent a loss of
service;

(3) Payment of tap fees and other utility connection
charges as provided in utility purchase contracts
prepared under section 1942.18(f) of this subpart.

(ii) To construct or relocate public buildings, roads,

bri dges, fences, or utilities, and to make other public

i mprovenents necessary to the successful operation or
protection of facilities authorized in paragraph (d)(1)(i) of
this section.

(iii) To relocate private buildings, roads, bridges, fences,

or utilities, and other private inprovements necessary to the
successful operation or protection of facilities authorized in
paragraph (d)(1)(i) of this section.

(iv) To pay the follow ng expenses, but only when such
expenses are a necessary part of a loan to finance facilities
aut horized in paragraphs (d)(l1)(i), (d)(1)(ii), and (d)(I)
(iii) of this section:
29
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(A) Reasonable fees and costs such as legal, engineering,
architectural, fiscal advisory, recording, environmental
impact analyses, archaeological surveys and possible
salvage or other mitigation measures, planning,
establishing or acquiring rights.

(B) Interest on loans until the facility is self-
supporting, but not for more than three years unless a
longer period is approved by the National Office; interest
on loans secured by general obligation bonds until tax
revenues are available for payment, but not for more than
two years unless a longer period is approved by the
National Office; and interest on interim financing,
including interest charges on interim financing from
sources other than FmHA.

(C) Costs of acquiring interest in land; rights, such as
water rights, leases, permits, rights-of-way; and other
evidence of land or water control necessary for
development of the facility.

(D) Purchasing or renting equipment necessary to install,
maintain, extend, protect, operate, or utilize facilities.

(E) Initial operating expenses for a period ordinarily
not exceeding one year when the borrower is unable to pay
such expenses.

(F) Refinancing debts incurred by, or on behalf of, a
community when all of the following conditions exist:

(1) The debts being refinanced are a secondary part
of the total loan;

(2) The debts are incurred for the facility or
service being financed or any part thereof;

(3) Arrangements cannot be made with the creditors
to extend or modify the terms of the debts so that a
sound basis will exist for making a loan.

(G) Prepay costs for which FmHA grant funds were
obligated provided there is:
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(1) No conflict with the loan resolution, State
statutes, or any other loan requirements; and

(2) Full documentation showing that:

(1) Loan funds will only be utilized on a
temporary basis; and

(1ii) All FmHA loan funds are restored at a later
date for purpose(s) for which they were
obligated.

(v) To pay obligations for construction incurred before | oan
approval. Construction work should not be started and
obligations for such work or materials should not be incurred
before the | oan is approved. However, if there are conpelling
reasons for proceeding with construction before | oan approval,
applicants may request FmHA approval to pay such obligations.
Such requests may be approved if FnHA determ nes that:

(A) Compelling reasons exist for incurring obligations
before loan approval; and

(B) The obligations will be incurred for authorized loan
purposes; and

(C) Contract documents have been approved by FmHA; and

(D) All environmental requirements applicable to FmHA and
the applicant have been met; and

(E) The applicant has the legal authority to incur the
obligations at the time proposed, and payment of the debts
will remove any basis for any mechanic, material or other
liens that may attach to the security property. FmHA may
authorize payment of such obligations at the time of loan
closing. FmHA's authorization to pay such obligations,
however, is on the condition that it is not committed to
make the loan; it assumes no responsibility for any
obligations incurred by the applicant; and the applicant
must sub-sequently meet all loan approval requirements.
The applicant's request and FmHA authorization for paying
such obligations shall be in writing. If construction is
started without FmHA approval, post approval in accordance
with this section may be considered.
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(2) Funds may not be used to finance:

(i) On-site utility systens or business and industria
buil di ngs in connection with industrial parks.

(ii) Facilities to be used primarily for recreation purposes.
(iii) Comunity antenna television services or facilities.

(iv) Electric generation or transnmission facilities or

t el ephone systens, except as provided in paragraph (d)(21)(i)
(B)(4) or (d)(21)(i)(B)(5) of this section; or extensions to
serve a particular essential comunity facility as provided in
paragraph (d)(1)(ii) or (d)(1)(iii) of this section. (Revised
11-4-87, PN 68.)

(v) Facilities which are not nodest in size, design, and cost.
(vi) Loan or grant finder's fees.
(vii) Projects located within the Coastal Barriers Resource
Systemthat do not qualify for an exception as defined in
Section 6 of the Coastal Barriers Resource Act, P.L. 97-348.
(viii) New conbined sanitary and stormwater sewer facilities.
(ix) That portion of a water and/or waste disposal facility
normal Iy provided by a business or industrial user. (Added 05-
19-92, SPECI AL PN.)

(e) Facilities for public use. Al facilities financed under the

provi sions of this subpart shall be for public use. (Revised 05-19-92,
SPECI AL PN.)

(1) Uility-type service facilities will be installed so as to
serve any user within the service area who desires service and can
be feasibly and legally served. Applicants and borrowers mnust
obtain witten concurrence of the FnHA prior to refusing service to
such user. Upon failure to provide service which is reasonabl e and
| egal, such user shall have direct right of action against the
applicant/borrower. A notice of the availability of this service
shoul d be given by the applicant/borrower to all persons living
within the area who can feasibly and | egally be served by the phase
of the project being financed.

(i) If a mandatory hookup ordi nance will be adopted,
t he required bond ordi nance or resolution advertisenent
wi || be considered adequate notification.
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(ii) Wen any portion of the incone will be derived from user
fees and a mandatory hookup ordi nance will not be adopted, each
potential user will be afforded an opportunity to request
service by signing a Users Agreenent. Those declining service
will be afforded an opportunity to sign a statenent to such
effect. FmHA has gui des avail able for these purposes in al
FmHA of fi ces.

(2) 1In no case will boundaries for the proposed service area be
chosen in such a way that any user or area will be excluded because
of race, color, religion, sex, marital status, age, handicap, or
nati onal origin. (Revised 3-1-88, SPECIAL PN.)

(3) This does not preclude:

(i) Financing or constructing projects in phases when it is
not practical to finance or construct the entire project at one
tinme, and

(ii) Financing or constructing facilities where it is not
econom cally feasible to serve the entire area, provided
economic feasibility is determined on the basis of the entire
system and not by considering the cost of separate extensions
to or parts thereof; the applicant publicly announces a pl an
for extending service to areas not initially receiving service
fromthe system and potential users located in the areas not
to be initially served received witten notice fromthe

applicant that service will not be provided until such tine as
it is economically feasible to do so, and (Revised 05-19-92,
SPECI AL PN.)

(iii) Extending services to industrial areas when service is
made avail able to users | ocated al ong the extensions.

(4) The State Director will deternine that, when feasibly and
legal |y possible, inequities within the proposed project's service
area for the sane type service proposed (i.e., water or waste

di sposal) will be renedied by the owner on or before conpletion of
the project that includes FnHA funding. Inequities are defined as
flagrant variations in availability, adequacy or quality of service.
User rate schedul es for portions of existing systenms that were

devel oped under different financing, rates, terms or conditions, as
determ ned by the State Director, do not necessarily constitute

i nequities.

(5) Before a loan is made to an applicant other than a public body,
for other than utility type projects, the articles of incorporation
or loan agreement will include a condition simlar to the foll ow ng:
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(f)

"I'n the event of dissolution of this corporation, or in the
event it shall cease to carry out the objectives and purposes
herein set forth, all business, property, and assets of the
corporation shall go and be distributed to one or nore non-
profit corporations or public bodies as may be sel ected by the
board of directors of this corporation and approved by at | east
75 percent of the users or menbers to be used for, and devoted
to, the purpose of a community facility project or other
purpose to serve the public welfare of the community. 1In no
event shall any of the assets or property, in the event of

di ssol ution thereof, go or be distributed to menbers,
directors, stockhol ders, or others having financial or
managerial interest in the corporation either for the

rei mbursement of any sum subscribed, donated or contributed by
such menmbers or for any other purposes, provided that nothing
herein shall prohibit the corporation frompaying its just
debts."

Rates and terns.

(1) GCeneral. Each loan will bear interest at the rate prescribed
in RD Instruction 440.1, Exhibit B (available in any FnHA of fice).
The interest rates will be set by FnHA at |east for each quarter of
the fiscal year. Al rates will be adjusted to the nearest one-

ei ghth of one per centum For each | oan, the basis for determ ning
what interest rate is appropriate will be conpletely docurmented on
Form RD 1942-43 or Form RD 1942-45. The applicant may subnmit a
witten request prior to loan closing that the interest rate charged
on the l[oan be the lower of the rate in effect at the time of |oan
approval or the rate in effect at the tinme of loan closing. |If the
interest rate is to be that in effect at |oan closing, the interest
rate charged on a loan involving multiple advances of FnHA funds,
using tenporary debt instruments, shall be that in effect on the

date when the first tenporary debt instrunent is issued. |If no
witten request is received fromthe applicant prior to | oan
closing, the interest rate charged on the loan will be the rate in

effect at the time of |oan approval. (Revised 3-1-88, SPECIAL PN.)

(2) Poverty line rate. The poverty line interest rate will not
exceed 5 per centum per annum The provisions of paragraph
(f)(2)(i) of this section do not apply to health care and rel ated
facilities that provide direct health care to the public.

O herwi se, all loans rmust conply with the follow ng conditions:
(Revi sed 05-19-92, SPECI AL PN.)
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(i) The primary purpose of the loan is to upgrade existing
facilities or construct new facilities required to neet
applicable health or sanitary standards. Docunentation will be
obt ai ned fromthe appropriate regulatory agency with
jurisdiction to establish the standard, to verify that a bona
fide standard exists, what that standard is, and that the
proposed i nprovenents are needed and required to neet the
standard; and (Revised 3-1-88, SPECIAL PN.)

(ii) The medi an househol d i ncome of the service area is bel ow
the poverty line for a fanmily of four, as defined in Section
673 (2) of the Conmmunity Services Block Gant Act (42 U S.C
9902(2)), or below 80 percent of the Statew de nonmetropolitan
nmedi an househol d i ncone. (Revised 3-25-86, SPECI AL PN.)
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(3) Internediate rate. The internediate interest rate will be set
at the poverty line rate plus one-half of the difference between the
poverty line rate and the narket rate, not to exceed 7 percent per
annum It will apply to loans that do not neet the requirenents for
the poverty line rate and for which the nedi an househol d i ncone of
the service area is below the poverty line or not nore than 100
percent of the nonnetropolitan nedi an househol d i ncone of the State.
(Revi sed 10-28-87, PN 67.)

(4) Market rate. The nmarket interest rate will be set using as

gui dance the average of the Bond Buyer Index for the four weeks
prior to the first Friday of the |last nmonth before the begi nning of
the quarter. The market rate will apply to all |oans that do not
qualify for a different rate under paragraph (f)(2) or (f)(3) of
this section. It may be adjusted as provided in paragraph (f)(5) of
this section.

(5) Prinme farm and. For essential comunity facilities |oans, the
rate indicated by paragraphs (f)(2), (f)(3) or (f)(4) of this
section will be increased by two per centum per annumif the project
being financed will involve the use of, or construction on, prime or
uni que farm and in accordance with RD Instruction 440. 1,

Exhibits B and J (available in any FnHA of fice).

(6) Ilncome determination. The incone data used to determ ne nedian
househol d i ncome shoul d be that which nost accurately reflects the

i ncome of the service area. The service area is that area
reasonably expected to be served by the facility being financed by
FmHA.  The medi an househol d i ncome of the service area and the

nonmet ropol i tan medi an househol d i ncome of the State will be

determ ned fromincone data fromthe nost recent decennial census of
the U S. If there is a reason to believe that the census data is
not an accurate representati on of the medi an househol d i ncome within
the area to be served, the reasons will be docunmented and the
appl i cant may furnish, or FrHA may obtain, additional informtion
regardi ng such nedi an household incone. Information will consist of

reliable data fromlocal, regional, State or Federal sources or from
a survey conducted by a reliable inmpartial source. The

nonmet ropol i tan medi an household i ncome of the State may only be
updated on a national basis by the FnHA National Ofice. This wll
be done only when nedi an househol d i ncone data for the sane year for
all Bureau of the Census areas is available fromthe Bureau of the
Census, or other reliable sources. Bureau of the Census areas would
i ncl ude areas such as: Counties, County Subdivisions, Cties,

Towns, Townshi ps, Boroughs, and other places. (Revised 10-28-87,

PN 67.)
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(7) Repaynent terns. The |oan repaynment period shall not exceed
the useful life of the facility, State statute or 40 years fromthe
date of the note(s) or bond(s), whichever is less. Were FnHA grant
funds are used in connection with an FnHA [oan, the loan will be for
the maximumtermpernmitted by this subpart, State statute, or the
useful life of the facility, whichever is less, unless there is an
exceptional case where circunstances justify making an FnHA | oan for
less than the maxinumtermpermtted. |In such cases, the reasons
nmust be fully docunented. |In all cases, including those in which
the FMHA is jointly financing with another |ender, the FnHA paynents
of principal and interest should approxi mate anortized install nents.
(Revi sed 06-26-91, PN 168.)

(i) Principal paynents may be deferred, in whole or in part,
for a period not to exceed 36 nonths followi ng the date the
first interest installnent is due. |If for any reason it
appears necessary to permt a |onger period of deferment, the
State Director may authorize such deferment with the prior
approval of the National Ofice. Deferments of principal wll
not be used to: (Revised and Renunbered 03-01-88, SPECI AL PN.)

(A) Postpone the levying of taxes or assessments.

(B) Delay collection of the full rates which the borrower
has agreed to charge users for its services as soon as
major benefits or the improvements are available to those
users.

(C) Create reserves for normal operation and maintenance.
(D) Make any capital improvements except those approved
by FmHA determined to be essential to the repayment of the

loan or to the obtaining of adequate security thereof.

(E) Accelerate the payment of other debts.

(ii) Payment date. Loan paynments will be scheduled to
coincide with income availability and be in accordance with
State law. |If consistent with the foregoing, nonthly paynents
will be required and will be enunerated in the bond, other

evi dence of indebtedness, or other suppl enental agreemnent.
However, if State law only permits principal plus interest
(P& ) type bonds, annual or sem nannual payments will be used.
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I nsofar as practical nonthly paynents will be schedul ed one
full month followi ng the date of |oan closing; or sem annual or
annual paynments will be schedul ed six or twelve full nonths

respectively, following the date of |oan closing or any
deferment period. Due dates falling on the 29th, 30th or 31st
day of the month will be avoided. (Revised 06-26-91, PN 168.)

(g) Security. Loans will be secured by the best security position

practicable in a manner which will adequately protect the interest of
FmHA during the repaynent period of the |oan. Specific requirenents for
security for each loan will be included in a letter of conditions.
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(1)

Joint financing security. For projects utilizing joint

financi ng, when adequate security of nmore than one type is

avai l abl e, the other |ender nay take one type of security with the
United States taking another type. For projects utilizing joint

financing with the same security to be shared by the United States

and anot her lender, the United States will obtain at least a parity
position with the other lender. A parity position is to ensure that

with joint security, in the event of default, each lender will be

affected on a proportionate basis. A parity position will conform

with the follow ng unless an exception is granted by the Nationa

Ofice:

(i) Terms. It is not necessary for |oans to have the sane
repaynent terns to nmeet the parity requirenents. Loans made by
other lenders involved in joint financing with the United
States for facilities should be schedul ed for repaynent on
terms simlar to those customarily used in the State for
financing such facilities.

(ii) Use of trustee or other sinmilar paying agent. The use of
a trustee or other simlar paying agent by the other lender in
a joint financing arrangenent is acceptable to the United
States. A trustee or other simlar paying agent will not
normal Iy be used for the United States portion of the funding
unless required to conply with State law. The responsibilities
and authorities of any trustee or other similar paying agent on
projects that include United States funds nust be clearly
specified by witten agreement and approved by the State
Director and Regional Attorney. The United States must be able
to deal directly with the borrower to enforce the provisions of
| oan and grant agreenments and perform necessary servicing
actions.

(iii) Reqular paynents. 1In the event adequate funds are not
avail able to nmeet regular installnents on parity |oans, the
funds available will be apportioned to the | enders based on the

respective current installnments of principal and interest due.

(iv) Disposition of property. Funds obtained fromthe sale or
iquidation of secured property or fixed assets will be
apportioned to the lenders on the basis of the pro rata anount
| oaned, but not to exceed their respective outstanding

bal ances; provided, however, funds obtained from such sale or
[iquidation for a project that included grant funds will be
apportioned as may be required by the grant agreenent.

(v) Protective advances. Protective advances are paynents
made by a | ender for items such as insurance or taxes, to
protect the financial interest of the |ender
37
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and charged to the borrower's |oan account. To the extent
consistent with State | aw and customary | endi ng practices in
the area, repaynment of protective advances nmade by either

| ender, for the mutual protection of both | enders, should
receive first priority in apportionment of funds between the
| enders. To ensure agreenment between |lenders, efforts should
be made to obtain the concurrence of both | enders before one
| ender makes a protective advance.

(2) Public bodies. Loans to such borrowers will be evidenced by

not es, bonds, warrants, or other contractual obligations as may be
aut horized by relevant State statutes and by borrower's docunents,
resol utions, and ordinances.

(i)

Uility-type facilities such as water and sewer systens,

natural gas distribution systems, electric systems, etc., wll
be secured by:

(ii)

(A) The full faith and credit of the borrower when the
debt is evidenced by general obligation bonds; and/or

(B) Pledges of taxes or assessments; and/or

(C) Pledges of facility revenue and, when it is the
customary financial practice in the State, liens will be
taken on the interest of the applicant in all land,
easements, rights-of-way, water rights, water purchase
contracts, water sales contracts, sewage treatment
contracts, and similar property rights, including
leasehold interest, used or to be used in connection with
the facility whether owned at the time the loan is
approved or acquired with loan funds; and/or (Revised 3-1-
88, SPECIAL PN.)

(D) In those cases involving water and waste disposal
projects where there is a substantial number of other than
full-time users and facility costs result in a higher than
reasonable rate for such full-time users, the loan will be
secured by the full faith and credit of the borrower or by
an assignment or pledge of taxes or assessments from
public bodies or other organizations having the authority
to issue or pledge such taxes or assessments. (Revised
05-19-92, SPECIAL PN.)

Solid waste projects. The type of security required will

be based on State | aw and what is deternm ned adequate to
protect the interest of the United States during the repaynent
period of the loan. (Revised 03-01-95, PN 241.)
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(iii) Oher essential comunity facilities other than utility

type, such as those for public health and safety, social, and

cul tural

needs and the like will meet the follow ng security

requirenents:

(A)

Such loans will be secured by one or a combination of

the following and in the following order of preference:

(2-6-85, PN 956)

(1) General obligation bonds.
(2) Assessments.
(3) Bonds which pledge other taxes.

(4) Bonds pledging revenues of the facility being
financed when such bonds provide for the mandatory
levy and collection of taxes in the event revenues
later become insufficient to properly operate and
maintain the facility and to retire the loan.

(5) Assignment of assured income which will be
available for the life of the loan, from such sources
as insurance premium rebates, income from endowments,
irrevocable trusts, or commitments from industries,
public bodies, or other reliable sources.

(6) Liens on real and chattel property when legally
permissible and an assignment of the borrowers income
from applicants who have been in existence and are
able to present evidence of a financially successful
operation of a similar facility for a period of time
sufficient to indicate project success. National
Office concurrence is required when the applicant has
been in existence for less than five years or has not
operated on a financially successful basis for five
years immediately prior to loan application.

(7) Liens on real and chattel property when legally
permissible and an assignment of income from an
organization receiving Health and Human Services
(HHS) operating grants under the "Memorandum of
Understanding Between Health Resources and Services
Administration, U. S. Department of Health and Human
Services and Farmers Home Administration, U. S.
Department of Agriculture" (see RD Instruction
2000-T, available in any FmHA office.)
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(8) Liens on real and chattel property when legally
permissible and an assignment of income from an
organization proposing a facility whose users receive
reliable income from programs such as social
security, supplemental security income (SSI),
retirement plans, long-term insurance annuities,
medicare or medicaid. Examples are homes for the
handicapped or institutions whose clientele receive
State or local government assistance.

(9) When the applicant cannot meet the criteria in
paragraph (g) (2) (iii) (A) (1) through (8) of this
section, such proposals may be considered when all
the following are met:

(1) The applicant is a new organization or one
that has not operated the type of facility being
proposed.

(1i) There is a demonstration of exceptional
community support such as substantial financial
contributions, and aggressive leadership in the
formation of the organization and proposed
project which indicates a commitment of the
entire community.

(1ii) The State Director has determined that
adequate and dependable revenues will be
available to meet all operation expenses, debt
repayment, and the required reserve.

(iv) Prior National Office review and
concurrence 1is obtained.

(B) Real estate and chattel property taken as security in
accordance with paragraphs (g) (2) (iii) (A) (6) through (9)
of this section:

(1) Ordinarily will include the property that is
used in connection with the facility being financed;
and

(2) WwWill have an as-developed present market value
determined by a qualified appraiser equal to or
exceeding the amount of the loan to be obtained plus
any other indebtedness against the proposed security;
and
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(3)

(3) May have one of the lien requirements deleted
when the loan approval official determines that the
loan will be adequately secured with a lien on either
the real estate or chattel property.

(C) When security is not available in accordance with
paragraphs (g) (2) (iii) (A) (1) through (5) of this section
and State law precludes securing the loan with liens on
real or chattel property, the loan will be secured in the
best manner consistent with State law and customary
security taken by private lenders in the State, such as
revenue bonds, and any other security the loan approval
official determines necessary for a sound loan. Such
loans will otherwise meet the requirements of

(g) (2) (1ii1) (A) (6) through (9) of this section as
appropriate.

O her-than-public bodies. Loans to other-than-public body

applicants will be secured as foll ows:

(i) Uility-type facilities eligible for financial assistance
under paragraph (d) of this section such as water and sewer
systenms, natural gas distribution systens, electric systens,
etc., will be secured as foll ows:

(A) Assignments of borrower income will be taken and
perfected by filing, if legally permissible; and

(B) A lien will be taken on the interest of the applicant
in all land, easements, rights-of-way, water rights, water
purchase contracts, water sales contracts, sewage
treatment contracts and similar property rights, including
leasehold interest, used, or to be used in connection with
the facility whether owned at the time the loan is
approved or acquired with loan funds. In unusual
circumstances where it is not feasible to obtain a lien on
such land (such as land rights obtained from Federal or
local government agencies, and from railroads) and the
loan approval official determines that the interest of the
United States otherwise is secured adequately, the lien
requirement may be omitted as to such land rights.
(Revised 3-1-88, SPECIAL PN.)
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(C) When the loan is approved or the acquisition of real
property is subject to an outstanding lien indebtedness,
the next highest priority lien obtainable will be taken if
the loan approval official determines that the loan is
adequately secured.

(D) Other security. Promissory notes from individuals,
stock or membership subscription agreements, individual
mempber's liability agreements, or other evidences of debt,
as well as mortgages or other security instruments
encumbering the private property of members of the
association may be pledged or assigned to the United
States as additional security in any case in which the
interest of the United States will not be otherwise
adequately protected.

(E) In those cases where there is a substantial number of
other than full-time users and facility costs result in a
higher than reasonable rate for such full-time users, the
loan will be secured by an assignment or pledge of general
obligation bonds, taxes, or assessments from public bodies
or other organizations having the authority to issue bonds
or pledge such taxes, or assessments. (Revised 05-19-92,
SPECIAL PN.)

(ii) Solid waste projects. The type of security required will
be based on State | aw and what is deternm ned adequate to
protect the interest of the United States during the repaynent
period of the loan. (Revised 03-01-95, PN 241.)

(iii) Essential conmunity facilities other than utility type
such as those for public health and safety, social, and
cultural needs and the like will neet the follow ng security
requirenents:

(A) Such loans will be secured by one or a combination of
the following and in the following order of preference:

(1) An assignment of assured income that will be
available for the life of the loan, from sources such
as insurance premium rebates, income from endowments,
irrevocable trusts, or commitments from industries,
public bodies, or other reliable sources.
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(2) Liens on real and chattel property with an
assignment of income from applicants who have been in
existence and are able to present evi-dence of a
financially successful operation of a similar
facility for a period of time sufficient to indicate
project success. National Office concurrence is
required when the applicant has been in existence for
less than five years or has not operated on a
financially successful basis for at least the five
years immediately prior to loan application.

(3) Liens on real and chattel property and an
assign-ment of income from an organization receiving
HHS operating grants under the "Memorandum of
Understand-ing Between Health Resources and Services
Adminis-tration, U.S. Department of Health and Human
Services and Farmers Home Administration, U.S.
Department of Agriculture" (see RD Instruction 2000-
T, available in any FmHA office).

(4) Liens on real and chattel property when legally
permissible and an assignment of income from an
organ-ization proposing a facility whose users
receive reli-able income from programs such as social
security, supplemental security income (SSI),
retirement plans, long-term insurance annuities,
medicare or medicaid. Examples are homes for the
handicapped or institutions whose clientele receive
State or local government assistance.

(5) When the applicant cannot meet the criteria in
paragraphs (g) (3) (1iii) (A) (1) through (4) of this
section, such proposals may be considered when all
the following are met:

(1) The applicant is a new organization or one
that has not operated the type of facility being
proposed.

(1i) There is a demonstration of exceptional
community support such as substantial financial
contributions, and aggressive leadership in the
formation of the organization and proposed
project which indicates a commitment of the
entire community.
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(1ii) The State Director has determined that
adequate and dependable revenues will be
available to meet all operation expenses, debt
repayment, and the required reserve.

(iv) Prior National Office review and
concurrence is obtained.

(6) Additional security may be taken as determined
necessary by the loan approval official.

(B) Real estate and chattel property taken as security:

(1) Ordinarily will include the property that is
used in connection with the facility being financed;
and

(2) WwWill have an as-developed present market value
determined by a qualified appraiser equal to or ex-
ceeding the amount of the loan to be obtained plus
any other indebtedness against the proposed security;
and

(3) May have one of the lien requirements deleted
when the loan approval official determines that the
loan will be adequately secured with a lien on either
the real estate or the chattel property.

(h) Economic feasibility requirements. All projects financed under the
provisions of this section nmust be based on taxes, assessnents,
revenues, fees or other satisfactory sources of revenues in an anount
sufficient to provide for facility operati on and mmi ntenance, a
reasonabl e reserve, and debt payment. An overall review of the
applicant's financial status, including a review of all assets and
liabilities, will be a part of the docket review process by the FnHA
staff and approval official. |If the primary use of the facility is by
busi ness and the success or failure of the facility is dependent on the
busi ness, then the econonmic viability of that business must be assessed.
The nunber of users for a rural business will be based on equival ent
dwelling units, which is the level of service provided to a typica

rural residential dwelling. (Revised 05-19-92,

SPECI AL PN.)
(1) Financial feasibility reports. Al applicants will be expected
to provide a financial feasibility report prepared by a qualified
firmor individual. These financial feasibility reports wll

normal |y be:
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(i) Included as part of the prelimnary engineer/
architectural report using Guides 6 through 10 as applicabl e;

or

(ii) Prepared by a qualified firmor individual not having a
direct interest in the managenent or construction of the
facility using Guide 5 when:

(A) The project will significantly affect the applicant's
financial operations and is not a utility-type facility
but is dependent on revenues from the facility to repay
the loan; or

(B) It is specifically requested by FmHA.

(2) Applicants for loans for utility-type facilities dependent on
users fees for debt paynent shall base their incone and expense
forecast on realistic user estimtes in accordance with the

fol |l owi ng:

(i) In estimating the number of users and establishing rates
or fees on which the loan will be based for new systems and for
ext ensions or inprovements to existing systems, consideration
shoul d be given to the foll ow ng:
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(A) An estimated number of maximum initial users should
not be used when setting user fees and rates since it may
be several years before all residents in the community
will need the services provided by the system. In
establishing rates a realistic number of initial users
should be employed.

(B) User agreements from individual vacant property
owners will not be considered when determining project
feasibility unless:

(1) The owner has plans to develop the property in a
reasonable period of time and become a user of the
facility; and

(2) The owner agrees in writing to make a monthly
payment at least equal to the proportionate share of
debt service attributable to the vacant property
until the property is developed and the facility is
utilized on a regular basis. A bond or escrowed
security deposit must be provided to guarantee this
monthly payment and to guarantee an amount at least
equal to the owner's proportionate share of
construction costs. If a bond is provided, it must
be executed by a surety company that appears on the
Treasury Department's most current list (Circular
570, as amended) and be authorized to transact
business in the State where the project is located.
The guarantee shall be payable jointly to the
borrower and the Farmers Home Administration; and

(3) Such guarantee will mature not later than 4
years from the date of execution and will be finally
due and payable upon default of a monthly payment or
at maturity, unless the property covered by the
guarantee has been developed and the facility is
being utilized on a regular basis.

(C) Income from other vacant property owners will be
considered only as extra income.

(ii) Realistic user estimates will be established as foll ows:

(A) Meaningful potential user cash contributions.
Potential user cash contributions are required except:
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(1) For users presently receiving service, or

(2) Where FmHA determines that the potential users
as a whole in the applicant's service area cannot
make cash contributions, or

(3) Where State statutes or local ordinances require
mandatory use of the system and the applicant or
legal entity having such authority agrees in writing
to enforce such statutes, or ordinances.

(B) The amount of cash contributions required in
paragraph (h) (2) (1ii) (A) of this section will be set by the
applicant and concurred in by FmHA. Contributions should
be an amount high enough to indicate sincere interest on
the part of the potential user, but not so high as to
preclude service to low income families. Contributions
ordinarily should be an amount approximating one year's
minimum user fee, and shall be paid in full before loan
closing or commencement of construction, whichever occurs
first. Once economic feasibility is ascertained based on
a demonstration of meaningful potential user cash
contributions, the contribution, membership fee or other
fees that may be imposed are not a requirement of FmHA
under this section. However, borrowers do have an
additional responsibility relating to generating
sufficient revenues as set forth in paragraph (n) (2) (iii)
of this section.

(C) Enforceable user agreement. Except for users
presently receiving service, an enforceable user agreement
with a penalty clause is required unless State statutes or
local ordinances require mandatory use of the system and
the applicant or legal entity having such authority agrees
in writing to enforce such statutes or ordinances.

(iii) In those cases where all or part of the borrower's debt

paynment revenues will come fromuser fees, applicants nust
provide a positive programto encourage connection by all users
as soon as service is available. The programw |l be avail able

for review and approval by FmHA before | oan cl osing or
conmencemnent of construction, whichever occurs first. Such a
program shal |l incl ude:

(A) An aggressive information program to be carried out

during the construction period. The borrower should send
written notification to all signed users
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at least three weeks in advance of the date service will
be available, stating the date users will be expected to
have their connections completed, and the date user
charges will begin.

(B) Positive steps to assure that installation services
will be available. These may be provided by the
contractor installing the system, local plumbing
companies, or local contractors.

(C) Aggressive action to see that all signed users can
finance their connections. This might require collection
of sufficient user contributions to finance connections.
Extreme cases might necessitate additional loan funds for
this purpose; however, loan funds should be used only when
absolutely necessary and when approved by FmHA prior to
loan closing.

(3) Uility-type facilities for new devel oping communities or
areas. Developers are normally expected to provide utility-type
facilities in new or devel oping areas and such facilities shall be
installed in conpliance with appropriate State statutes and

regul ations. FnHA financing will be considered to an eligible
applicant in such cases when failure to conpl ete devel opnent woul d
result in an adverse econonic condition for the rural area (not the
conmuni ty being devel oped); the proposal is necessary to the success
of an area devel opment plan; and | oan repaynment can be assured by:

(i) The applicant already having sufficient assured revenues
to repay the loan; or

(ii) Developers providing a bond or escrowed security deposit
as a guarantee sufficient to neet expenses attributable to the
area in question until a sufficient nunber of the building
sites are occupi ed and connected to the facility to provide
enough revenues to nmeet operating, maintenance, debt service,
and reserve requirements. Such guarantees from devel opers will
nmeet the requirenments in paragraph (h)(2)(i)(B) of this
section; or

(iii) Devel opers paying cash for the increased capital cost
and any increased operating expenses until the devel oping area
wi I | support the increased costs; or

(iv) The full faith and credit of a public body where the debt
is evidenced by general obligation bonds; or
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(v) The loan is to a public body evidenced by a pl edge of tax
assessnents; or

(vi) The user charges can becone a tax |lien upon the property
bei ng served and incone fromsuch lien can be collected in
sufficient time to be used for its intended purposes.

(i) Reserve requirenents. Provision for the accumul ati on of necessary
reserves over a reasonable period of tine will be included in the | oan
docunents and in assessnents, tax levies, or rates charged for services.
In those cases where statutes providing for extinguishing assessnent
liens of public bodies when properties subject to such liens are sold
for delinquent State or |ocal taxes, special reserves will be
establ i shed and mai ntained for the protection of the borrower's
assessnent |ien.

(1) GCeneral obligation or special assessment bonds. Odinarily,
the requirenents for reserves will be considered to have been net if
general obligation or other bonds which pledge the full faith and
credit of the political subdivision are used, or special assessnent
bonds are used, and if such bonds provide for the annual collection
of sufficient taxes or assessnments to cover debt service, operation
and nmai ntenance, and a reasonabl e anobunt for energencies and to

of fset the possible nonpaynment of taxes or assessnents by a
percentage of the property owners, or a statutory nethod is provided
to prevent the incurrence of a deficiency.

(2) Gher than general obligation or special assessnent bonds.
Each borrower will be required to establish and maintain reserves
sufficient to assure that loan installnments will be paid on tine,
for emergency nmai ntenance, for extensions to facilities, and for
repl acenent of short-lived assets which have a useful life
significantly less than the repaynent period of the loan. It is
expected that borrowers issuing bonds or other evidences of debt

pl edging facility revenues as security will ordinarily plan their
reserve to provide for a total reserve in an amunt at |east equa
to one average loan installnent. It is also expected that
ordinarily such reserve will be accunul ated at the rate of at | east
one-tenth of the total each year until the desired |evel is reached.

(j) Ceneral requirenents.

(1) Menbership authorization. For organizations other than public
bodi es, the menbership will authorize the project and its financing
except that the State Director may, with the concurrence of OCC,
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accept the loan resolution without such menmbershi p authorization
when State statutes and the organization's charter and byl aws do not
requi re such authorization; and

(i) The organization is well established and is operating with
a sound financial base; or

(ii) For utility-type projects the nenbers of the organization
have all signed an enforceabl e user agreenent with a penalty

cl ause and have made the required meani ngful user cash
contribution, except for nenbers presently receiving service or
when State statutes or |ocal ordinances require mandatory use
of the facility.

(2) Planning, bidding, contracting, constructing. (See §1942.18).

(3) Insurance and fidelity bonds. The purpose of FnHA's insurance
and fidelity bond requirenents is to protect the government's
financial interest based on the facility financed. The requirenents
bel ow apply to all types of coverage deterni ned necessary. The

Nati onal Office may grant exceptions to normal requirenents when
appropriate justification is provided establishing that it is in the
best interest of the applicant/borrower and will not adversely

af fect the governnent's interest. (Revised 5-3-89, SPECI AL PN)

(i) Ceneral.

(A) Applicants must provide evidence of adequate
insurance and fidelity bond coverage by loan closing or
start of construction, whichever occurs first. Adequate
coverage in accordance with this section must then be
maintained for the life of the loan. It is the
responsibility of the applicant/borrower and not that of
FmHA to assure that adequate insurance and fidelity bond
coverage 1is maintained.

(B) Insurance and fidelity bond requirements by FmHA
shall normally not exceed those proposed by the
applicant/borrower if the FmHA loan approval or servicing
official determines that proposed coverage is adequate to
protect the government's financial interest.
Applicants/borrowers are encouraged to have
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their attorney, consulting engineer/architect, and/or
insurance provider (s) review proposed types and amounts of
coverage, including any deductible provisions. If the
FmHA official and the applicant/borrower cannot agree on
the acceptability of coverage proposed, a decision will be
made by the State Director.

(C) The use of deductibles, i.e., an initial amount of
each claim to be paid by the applicant/borrower, may be
allowed by FmHA providing the applicant/borrower has
financial resources which would likely be adequate to
cover potential claims requiring payment of the
deductible.

(D) Borrowers must provide evidence to FmHA that adequate
insurance and fidelity bond coverage is being maintained.
This may consist of a listing of policies and coverage
amounts in yearend reports submitted with management
reports required under section 1942.17(q) (2) or other
documentation. The borrower is responsible for updating
and/or renewing policies or coverage which expire between
submissions to FmHA. Any monitoring of insurance and
fidelity bond coverage by FmHA is solely for the benefit
of FmHA, and does not relieve the applicant/borrower of
its obligation under the loan resolution to maintain such
coverage.

(ii) Fidelity bond. Applicants/borrowers will provide
fidelity bond coverage for all persons who have access to
funds. Coverage may be provided either for all individua
positions or persons, or through "blanket" coverage providing
protection for all appropriate enployees and/or officials. An
exception may be granted by the State Director when funds
relating to the facility financed are handled by another entity
and it is deternmined that the entity has adequate coverage or
the governnment's interest would otherw se be adequately

pr ot ect ed.

(A) The amount of coverage required by FmHA will normally
approximate the total annual debt service requirements for
the FmHA loans.
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(B) Form RD 440-24, "Position Fidelity Schedule Bond" may
be used. Similar forms may be used if determined
acceptable to FmHA. Other types of coverage may be
considered acceptable if it is determined by FmHA that
they fulfill essentially the same purpose as a fidelity
bond.

(iii) Insurance. The follow ng types of coverage nust be
mai ntai ned if appropriate for the type of project and entity
i nvol ved:

(A) Property insurance. Fire and extended coverage will
normally be maintained on all structures except as noted
in $§(3) (3) (iii) (A) (1) and (2) below. Ordinarily, FmHA
should be listed as mortgagee on the policy when FmHA has
a lien on the property. Normally, major items of
equipment or machinery located in the insured structures
must also be covered. Exceptions:

(1) Reservoirs, standpipes, elevated tanks, and
other structures built entirely of noncombustible
materials if such structures are not normally
insured.

(2) Subsurface lift stations except for the value of
electrical and pumping equipment therein.

(B) Liability and property damage insurance, including
vehicular coverage.

(C) Malpractice insurance. The need and requirements for
malpractice insurance will be carefully and thoroughly
considered in connection with each health care facility
financed.

(D) Flood insurance. Facilities located in special
flood- and mudslide-prone areas must comply with the
eligibility and insurance requirements of Subpart B of
Part 1806 of this chapter (RD Instruction 426.2).

(E) Worker's compensation. The borrower will carry
worker's compensation insurance for employees in
accordance with State laws.
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(4) Acquisition of land, easenents, water rights, and existing
facilities. Applicants are responsible for acquisition of al
property rights necessary for the project and will determ ne that
prices paid are reasonable and fair. FnHA may require an apprai sal
by an i ndependent apprai ser or FmHA enpl oyee

(i) Title for land, rights-of-way, easenents, or existing
facilities. The applicant nust certify and provide a | ega
opinion relative to the title to rights-of-way and easenents.
Form RD 442-21, "Rights-of-Way Certificate," and Form RD 442-
22, "Opinion of Counsel Relative to Rights-of-Way," may be
used.

(A) Rights-of-way and easements. Applicants are
responsible for and will obtain wvalid, continuous and
adequate rights-of-way and easements needed for the
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construction, operation, and maintenance of the facility.
Form RD 442-20, "Right-of-Way Easement," may be used.

When a site is for major structures for utility-type
facilities such as a reservoir or pumping station and the
applicant is able to obtain only a right-of-way or
easement on such a site rather than a fee simple title,
the applicant will furnish a title report thereon by the
applicant's attorney showing ownership of the land and all
mortgages or other lien defects, restrictions, or
encumbrances, if any. It is the responsibility of the
applicant to obtain and record such releases, consents or
subordinations to such property rights from holders of
outstanding liens or other instruments as may be necessary
for the construction, operation, and maintenance of the
facility and give FmHA the required security.

(B) Title for land or existing facilities. Title to land
essential to the successful operation of facilities or
title to facilities being purchased, must not contain any
restrictions that will adversely affect the suitability,
successful operation, security value, or transferability
of the facility. Title opinions must be provided by the
applicant's attorney. The opinions must be in sufficient
detail to assess marketability of the property. Form RD
1927-9, "Preliminary Title Opinion," and Form RD 1927-10,
"Final Title Opinion," may be used to provide the required
title opinions. If other forms are used they must be
reviewed and approved by FmHA and OGC.

(Revised 03-31-92 SPECIAL PN.)

(1) In lieu of receiving title opinions from the
applicant's attorney, the applicant may use a title
insurance company. If a title insurance company is
used, the company must provide FmHA a title insurance
binder, disclosing all title defects or restrictions,
and include a commitment to issue a title insurance
policy. The policy should be in an amount at least
equal to the market value of the property as

improved. The title insurance binder and commitment
should be provided to FmHA prior to requesting
closing instructions. FmHA will be provided a title

insurance policy which will insure FmHA's interest in
the property without any title defects or
restrictions which have not been waived by FmHA.
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(ii)

will

(2) The loan approval official may waive title
defects or restrictions, such as utility easements,
that do not adversely affect the suitability,
successful operation, security value, or
transferability of the facility. 1If the District
Director is the loan approval official and is unable
to waive the defect or restriction, the title opinion
or title insurance binder will be forwarded to the
State Director. 1If the State Director, with the
advice of the 0OGC, determines that the defect or
restriction cannot be waived, the defect or
restriction must be removed.

Water rights. When legally permssible, an assignnent
be taken on water rights owned or to be acquired by the

applicant. The following will be furnished as applicable:

(iii)

(A) A statement by the applicant's attorney regarding the
nature of the water rights owned or to be acquired by the
applicant (such as conveyance of title, appropriation and
decree, application and permit, public notice and
appropriation and use).

(B) A copy of a contract with another company or
municipality to supply water; or stock certificates in
another company which represents the right to receive
water.

Land purchase contract:

(A) A land purchase contract (known in some areas as a
contract for deed) is an agreement between two or more
parties which obligates the purchaser to pay the purchase
price, gives the purchaser the rights of immediate
possession, control, and beneficial use of the property,
and entitles the purchaser to a deed upon paying all or a
specified part of the purchase price.

(B) Applicants may obtain land through land purchase
contracts when all of the following conditions are met:

(1) The applicant has exhausted all reasonable means
of obtaining outright fee simple title to the
necessary land.
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(2) The applicant cannot obtain the land through
condemnation.

(3) There are no other suitable sites available.
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(4) National Office concurrence is obtained in
accordance with paragraph (j) (4) (iii) (D) (2) of this
section.
(C) The land purchase contract must provide for the
transfer of ownership by the seller without any
restrictions, liens or other title defects. The contract

must not contain provisions for future advances (except
for taxes, insurance, or other costs needed to protect the
security), summary cancellations, summary forfeiture, or
other clauses that may jeopardize the Government's
interest or the purchaser's ability to pay the FmHA loan.
The contract must provide that if the purchaser fails to
make payment that FmHA will be given at least 90 days
written notice with an option to cure the default before
the contract can be canceled, terminated or foreclosed.
Then FmHA must have the option of making the payment and
charging it to the purchaser's account, making the payment
and taking over the ownership of the purchase contract, or
taking any other action necessary to protect the
Government's interest.

(D) Prior to loan closing or the beginning of
construction, whichever occurs first, the following
actions must be taken in the order listed below:

(1) The land purchase contract and any appropriate
title opinions must be reviewed by the Regional
Attorney to determine if they are legally sufficient
to protect the interest of the Government.

(2) The land purchase contract, the Regional
Attorney's comments, and the State Director's
recommendations must be submitted to the National
Office for concurrence.

(3) The land purchase contract must be recorded.

(5) Lease agreenents. Were the right of use or control of rea
property not owned by the applicant/borrower is essential to the
successful operation of the facility during the life of the |oan
such right will be evidenced by witten agreenents or contracts

bet ween the owner(s) of the property and the applicant/borrower.
Lease agreements shall not contain provisions for restricted use of
the site or facility, forfeiture or summary cancell ation cl auses and
shall provide for the right to transfer and | ease without
restriction. Lease agreements will ordinarily be witten for a term
at least equal to the termof the |Ioan. Such |ease
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contracts or agreements will be approved by the FnHA | oan approva
official with the advice and counsel of the Regional Attorney, OGC,
as to the legal sufficiency of such docunents. A copy of the |ease
contract or agreenent will be included in the | oan docket.

(6) Notes and bonds. Notes and bonds will be conpleted on the date
of loan closing except for the entry of subsequent nultiple advances
where applicable. The anpbunt of each note will be in multiples of
not |less than $100. The anpbunt of each bond will ordinarily be in
mul tiples of not less than $1, 000.

(i) Form RD 440-22, "Prom ssory Note (Association or
Organi zation)," will ordinarily be used for loans to nonpublic
bodi es.

(ii) 81942.19 contains instructions for preparation of notes
and bonds evidenci ng i ndebt edness of public bodies.

(7) Environmental requirenents. Environnental requirenments will be
docunented by FnHA in accordance with Subpart G Part 1940 of this
chapter. The applicant will provide any information required.

(8) Health care facilities. The applicant will be responsible for
obt ai ni ng the followi ng docunents:

(i) A statement fromthe responsible State agency certifying
that the proposed health care facility is not inconsistent wth
the State Medical Facilities Plan.

(ii) A statenment fromthe responsible State agency or regiona
of fice of the Departnent of Health and Human Services
certifying that the proposed facility neets the standards in
§1942.18 (d)(4)

(9) Public information. Applicants should informthe genera
public regarding the devel opnent of any proposed project. Any
applicant not required to obtain authorization by vote of its
menbership or by public referendum to incur the obligations of the

proposed loan or grant, will hold at |east one public informtion
nmeeting. The public neeting must be held after the preapplication
is filed and not later than | oan approval. The meeting nust give

the citizenry an opportunity to become acquainted with the proposed
project and to coment on such itens as econom ¢ and environnent al

i mpacts, service area, alternatives to the project, or any other

i ssue identified by FnHA. The applicant will be required, at |east
10 days prior to the neeting, to publish a notice of the neeting in
a newspaper of
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general circulation in the service area, to post a public notice at
the applicant's principal office, and to notify FrHA. The applicant
will provide FHA a copy of the published notice and minutes of the
public neeting. A public neeting is not normally required for
subsequent | oans which are needed to conplete the financing of the
proj ect.

(10) Service through individual installation. Conmunity owned

wat er or waste disposal systens may provide service through

i ndi vidual installations or small clusters of users within the
applicant's service area. \Wen individual installations or snal
clusters are proposed, the |oan approval official should consider
items such as: quantity and quality of the individual installations
that may be devel oped; cost effectiveness of the individual facility
conpared with the initial and long termuser cost on a centra
system health and pollution problens attributable to individua
facilities; operational or nanagement problens peculiar to

i ndi vidual installations; and permt and regul atory agency

requi renents.

(i) Applicants providing service through individual facilities
must neet the eligibility requirements in §1942.17 (b).

(ii) FnHA must approve the form of agreenent between the owner
and individual users for the installation, operation and
payment for individual facilities.

(iii) If taxes or assessnents are not pledged as security,
owners providing service through individual facilities mnust
obtain security as necessary to assure collection of any sum
t he individual user is obligated to pay the owner.

(iv) Notes representing indebtedness owed the owner by a user

for an individual facility will be schedul ed for paynment over a
period not to exceed the useful life of the individual facility
or the loan, whichever is shorter. The interest rate will not

exceed the interest rate charged the owner on the FnHA
i ndebt edness.

(v) Omners providing service through individual or cluster
facilities must obtain:

(A) Easements for the installation and ingress to and
egress from the facility; and

(B) An adequate method for denying service in the event
of nonpayment of user fees.

(11) Funds fromother sources. FnHA |oan funds may be used al ong
with or in connection with funds provided by the applicant or from
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ot her sources. Since "matching funds" is not a requirement for FrHA
| oans, shared revenues may be used with FnHA funds for project
construction.

(k) Qher Federal, State, and local requirenents. Each application
shall contain the comrents, necessary certifications and recomendati ons
of appropriate regulatory or other agency or institution having
expertise in the planning, operation, and managenent of simlar
facilities. Proposals for facilities financed in whole or in part with
FmHA funds will be coordinated with appropriate Federal, State, and

| ocal agencies in accordance with the foll ow ng:

(1) Conpliance with special laws and requlations. Except as
provided in paragraph (k)(2) of this section, applicants will be
required to conply with Federal, State, and |ocal |aws and any

regul atory conmi ssion rules and regul ations pertaining to: (Revised
3-1-88, SPECIAL PN.)

(i) Organization of the applicant and its authority to
construct, operate, and maintain the proposed facilities;

(ii) Borrow ng nmoney, giving security therefor, and raising
revenues for the repaynment thereof;

(iii) Land use zoning; and

(iv) Health and sanitation standards and desi gn and
installation standards unl ess an exception is granted by FrHA

(2) Conpliance exceptions. |If there are conflicts between this
subpart and State or local |aws or regul atory conmi ssion
regul ati ons, the provisions of this subpart will control. (Revised

3-1-88, SPECI AL PN.)

(3) State Pollution Control or Environnental Protection Agency

St andards. Water and waste disposal facilities will be designed,
installed, and operated in such a manner that they will not result
in the pollution of water in the State in excess of established
standards and that any effluent will conformw th appropriate State

and Federal Water Pollution Control Standards. A certification from
the appropriate State and Federal agencies for water pollution
control standards will be obtained showi ng that established
standards are net. (Renunbered 3-1-88, SPECI AL PN.)

(4) Consistency with other devel opnent plans. FnHA Fi nanced
facilities will not be inconsistent with any devel opnent pl ans of
State, nultijurisdictional areas, counties, or municipalities in
whi ch the proposed project is |located. (Renunbered 3-1-88, SPECI AL
PN.)




(5) State agency requlating water rights. Each FnHA financed
facility will be in conpliance with appropriate State agency
regul ati ons whi ch have control of the appropriation, diversion,
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storage and use of water and disposal of excess water. All of the
rights of any |andowners, appropriators, or users of water from any
source will be fully honored in all respects as they nay be affected
by facilities to be installed. (Renumbered 03-01-88, SPECI AL PN.)

(6) Civil Rights Act of 1964. The Act states that no person shall
on the ground of race, color or national origin, be excluded from
participation in, be denied the benefits to, or be subject to

di scrimnation under any programor activity receiving financia
assistance. All borrowers are subject to, and facilities nmust be
operated in accordance with, Title VI of the Act and Subpart E of
Part 1901 of this chapter, etc. (Renunmbered 03-01-88, SPECI AL PN.)

(7) Title I X of the Educati on Amendnents of 1972. No person in the
United States shall, on the basis of sex, be excluded from
participation in, be denied the benefits of, or be subject to

di scrimnation under any education program or education activity
recei ving agency financial assistance except as otherw se provided
for in the Education Anendnents of Title IX. The State Director
wi Il provide guidance and technical assistance to carry out the
intent of this paragraph. (Renunmbered 03-01-88, SPECI AL PN.)

(8) Section 504 of the Rehabilitation Act of 1973. Under section
504 of the Rehabilitation Act of 1973, as anmended (29 U S.C. 794),
no handi capped individual in the United States shall, solely by
reason of their handi cap, be excluded from participation in, be
deni ed the benefits of, or be subject to discrimnation under any
program or activity receiving agency financial assistance.
(Renunmbered 03-01-88, SPECI AL PN.)

(9) Age Discrimnation Act of 1975. This Act provides that no
person in the United States shall on the basis of age, be excluded
fromparticipation in, be denied the benefits of, or be subjected to
di scrimnation under any programor activity receiving Federa
financial assistance. This Act also applies to prograns or
activities funded under the State and Local Fiscal Assistance Act

of 1972 (31 U.S.C. 1221 et. seq.). This Act does not apply to:

(a) age distinctions contained in Federal, State or |ocal statutes
or ordi nances adopted by an el ected, general purpose |egislative
body whi ch provides benefits or assistance based on age; (b)

est abl i shed i ntended beneficiaries or target groups in age-rel ated
terms; and, (d) any enployment practice of any enpl oyer, enploynent
agency, |abor organization, or any |abor-nanagenent joint
apprenticeship training programexcept for any programor activity
recei ving Federal financial assistance for public service enpl oynment
under the Conprehensive Enmpl oyment and Training Act of 1974 (CETA)
(29 U.S.C. 801 et seq.). (Renunbered 03-01-88, SPECI AL PN.)
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(1)

(m

Pr of essi onal services and contracts related to the facility.

(1) Professional services. Applicants will be responsible for
providing the services necessary to plan projects including design
of facilities, preparation of cost and incone estimates, devel opnent
of proposals for organization and financing, and overall operation
and mai ntenance of the facility. Professional services of the

foll owi ng may be necessary: engineer, architect, attorney, bond
counsel , accountant, auditor, appraiser, and financial advisory or
fiscal agent (if desired by applicant). Contracts or other forns of
agreement between the applicant and its professional and technica
representatives are required and are subject to agency concurrence.
Form RD 1942-19, "Agreenent for Engineering Services," my be used
when appropriate. Guide 20, "Agreement for Engineering Services
(Agency/ EPA - Jointly Funded Projects),"” may be used on projects
jointly funded by the Agency and EPA. Guide 14 may be used in the
preparation of the |legal services agreenent. Cuide 27, Attachnent 1
to Al A Docunent B141, 1997 Edition, "Standard Form of Agreenent

Bet ween owner and Architect," may be used when appropriate.

(Revi sed 08-26-98, PN 296.)

(2) Bond counsel. Unless otherw se provided by § 1942.19(b),
public bodies are required to obtain the services of recognized bond
counsel in the preparation of evidence of indebtedness.

(3) Contracts for other services. Contracts or other formnms of
agreements for other services including managenent, operation, and
mai nt enance will be devel oped by the applicant and presented to
agency for review and approval. Managenment agreenents shoul d
provide at |east those itens in Guide 24.

(4) FEees. Fees provided for in contracts or agreenents shall be
reasonabl e. They shall be considered to be reasonable if not in
excess of those ordinarily charged by the professional for simlar
wor k when agency financing is not involved. An Engi neer Fee

Anal ysi s described in the attached Automati on Suppl emrent may be used
as an aid in reviewi ng the engi neer fees described herein.

Appl ving for Agency | oans.

(1) Preapplication. Applicants desiring loans will file SF 424.2
and comments fromthe appropriate A-95 cl eari nghouse agency normally
with the appropriate agency County O fice. The County Supervi sor
will inmrediately forward all docunments to the District Ofice. The
District Director has prime responsibility for all community program
| oan naki ng and servicing activities within the District.

(Revi sed 04-11-90, SPECI AL PN.)
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(2) Preapplication review Upon receipt of the preapplication, the
agency will tentatively determine eligibility including the

i kelihood of credit elsewhere at reasonable rates and terns and
avail ability of agency loan funds. The determination as to the
avail ability of
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(n)

other credit will be made after considering present rates and terns
avail able for simlar proposals (not necessarily based upon rates
and terns available from FnHA); the repaynent potential of the
applicant; long-termcost to the applicant; and average user or

ot her charges. |In those cases where FnHA determi nes that |oans at
reasonabl e rates and terns should be avail able from conmmercia
sources, FmHA will notify the applicant so that it may apply for
such financial assistance. Such applicants may be reconsi dered for
FmHA | oans upon their presenting satisfactory evidence of inability
to obtain comrercial financing at reasonable rates and terms.

(3) Ilncurring obligations. Applicants should not proceed with
pl anni ng nor obligate thenmsel ves for expenditures until authorized
by FrHA.

(4) Results of preapplication review After FnHA has revi ewed the
preapplication material and any additional material that may be
requested, Form AD-622 will be sent to the applicant. Odinarily
the review will not exceed 45 days.

(5) Application conference. Before starting to assenble the
application and after the applicant selects its professional and
techni cal representatives, it should arrange with FrHA for an
application conference to provide a basis for orderly application
assenbly. FnHA will provide applicants with a list of docunents
necessary to conplete the application. Guide 15 may be used for
this purpose. Applications will be filed with the District Ofice.

(6) Application conpletion and assenbling. This is the
responsibility of the applicant with guidance from FnHA. The
applicant may utilize their professional and technica
representatives or other conpetent sources.

(7) Review of decision. |If an application is rejected, the
applicant may request a review of this decision under Subpart B of
Part 1900 of this chapter.

Actions prior to |loan closing and start of construction.

(1) Excess FnHA loan and grant funds. |If there is a significant
reduction in project cost, the applicant's funding needs will be
reassessed before I oan closing or the start of construction,

whi chever occurs first. |In such cases applicable FrHA forns, the
letter of conditions, and other itens will be revised. Decreases
in FnHA funds will be based on revised project costs and current
nunber of users, however, other factors including FnHA regul ations
used at the time of |oan/grant approval will remain the sane.

bl igated | oan or grant funds not needed to conplete the proposed
project will be deobli gated.
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(2) Loan resolutions. Loan resolutions will be adopted by both
public and ot her-than-public bodies using Form RD 1942-47, "Loan
Resol ution (Public Bodies)," or Form RD 1942-9, "Loan Resol ution
(Security Agreenent)." These resolutions suppl ement other
provisions in this subpart. The applicant will agree:

(i) To indemify the Governnent for any paynents made or

| osses suffered by the Governnent on behal f of the association
Such i ndemification shall be payable fromthe sanme source of
funds pl edged to pay the bonds or any other legally permssible
source.

(ii) To comply with applicable |local, State and Federal | aws,
regul ati ons, and ordi nances.

(iii) To provide for the receipt of adequate revenues to neet
t he requirenents of debt service, operation and nai ntenance,

est abl i shnent of adequate reserves, and to continually operate
and maintain the facility in good condition. Except for
utility-type facilities, free service use may be permtted. |If
free services are extended, no distinctions will be made in the
ext ensi on of those services because of race, color, religion
sex, national origin, marital status, or physical or nental
handi cap.

(iv) To acquire and maintain such insurance coverage incl uding
fidelity bonds, as may be required by the CGovernnent.

(v) To establish and maintain such books and records relating
to the operation of the facility and its financial affairs and
to provide for required audit thereof in such a manner as nay
be required by the Government and to provide the Gover nnent

wi thout its request, a copy of each such audit and to make and
forward to the Government such additional information and
reports as it may, fromtine to tinme, require.

(vi) To provide the Government at all reasonable tines, access
to all books and records relating to the facility and access to
the property of the systemso that the Governnent may ascertain
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that the association is conplying with the provisions hereof
and of the instrunents incident to the making or insuring of
t he | oan.

(vii) To provide adequate service to all persons within the
service area who can feasibly and legally be served and to
obtain FmHA' s concurrence prior to refusing new or adequate
services to such persons. Upon failure of the applicant to
provi de services which are feasible and | egal, such person
shall have a direct right of action against the applicant

or gani zati on.

(viii) To have prepared on its behalf and to adopt an

ordi nance or resolution for the issuance of its bonds or notes
or other debt instrunents or other such items and in such forms
as are required by State statutes and as are agreeabl e and
acceptable to the Government.

(ix) To refinance the unpaid balance, in whole or in part, of
its debt upon the request of the Governnent if at any time it
shoul d appear to the Governnent that the association is able to
refinance its bonds by obtaining a |loan for such purposes from
responsi bl e cooperative or private sources at reasonable rates
and terns.

(x) To provide for, execute, and conply with Form RD 400-4,
"Assurance Agreenent," and Form RD 400-1, "Equal Opportunity
Agreenent, " including an "Equal Opportunity C ause," which is
to be incorporated in or attached as a rider to each
construction contract and subcontract in excess of $10, 000.

(xi) To place the proceeds of the loan on deposit in a manner
approved by the CGovernnent. Funds may be deposited in
institutions insured by the State or Federal CGovernment as
invested in readily marketabl e securities backed by the ful
faith and credit of the United States. Any incone fromthese
accounts will be considered as revenues of the system

(xii) Not to sell, transfer, |ease, or otherw se encunber the
facility or any portion thereof or interest therein, and not to
permit others to do so, without the prior witten consent of

t he Governnent.

(xiii) Not to borrow any nobney from any source, enter into any
contract or agreenent, or incur any other liabilities in
connection with maki ng enl argenents, inprovenents or extensions
to, or for any other purpose in connection with the facility
(excl usive of normal maintenance) without the prior witten
consent of the Government if such undertaki ng would involve the
source of funds pledged to repay the debt to FrmHA
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(xiv) That upon default in the paynments of any principal and
accrued interest on the bonds or in the performance of any
covenant or agreenent contained herein or in the instruments

i ncident to making or insuring the |loan, the Government, at its
option, may:

(A) Declare the entire principal amount then outstanding
and accrued interest, due and payable;

(B) For the account of the association (payable from the
source of funds pledged to pay the bonds or notes or any
other legally permissible source), incur and pay
reasonable expenses for repair, maintenance and operation
of the facility and such other reasonable expenses as may
be necessary to cure the cause of default; and/or

(C) Take possession of the facility, repair, maintain and
operate, or otherwise dispose of the facility. Default
under the provisions of the resolution or any instrument
incident to the making or insuring of the loan may be
construed by the Government to constitute default under
any other instrument held by the Government and executed
or assumed by the association and default under any such
instrument may be construed by the Government to
constitute default hereunder.

(3) Interimfinancing. 1In all |oans exceeding $50,000, where funds
can be borrowed at reasonable interest rates on an interimbasis
from comrercial sources for the construction period, such interim
financing will be obtained so as to preclude the necessity for
mul ti pl e advances of FmHA funds. G@uide 1 or Guide la, as
appropriate, may be used to informthe private | ender of FmHA s
conmitment. Wen interimconmercial financing is used, the
application will be processed, including obtaining construction
bids, to the stage where the FmHA [ oan would normal |y be cl osed,
that is inmediately prior to the start of construction. The FrHA

| oan should be cl osed as soon as possible after the di sbursal of al
interimfunds. Interimfinancing may be for a fixed term provided
the fixed term does not extend beyond the time projected for

conpl etion of construction. For this purpose, a fixed termis when
the interimlender cannot be repaid prior to the end of the
stipulated termof the interiminstrunents. Wen an FrHA Water and
Wast e Disposal grant is included, any interimfinancing involving a
fixed termnust be for the total FmHA [ oan amount. Miltiple
advances may be used in conjunction with interimconmercia

fi nanci ng when the applicant is unable to obtain sufficient funds
through interimcomercial financing in an amount equal to the |oan
The FrmHA | oan proceeds (including advances) will be used to retire
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the interimconmercial indebtedness. Before the FnHA loan is

cl osed, the applicant will be required to provide FnHA with
statements fromthe contractor, engineer, architect, and attorney
that they have been paid to date in accordance with their contracts
or other agreements and, in the case of the contractor, that any
suppliers and subcontractors have been paid. |If such statenents
cannot be obtained, the |loan may be cl osed provided:

(i) Statenents to the extent possible are obtained; and

(ii) The interest of FnHA can be adequately protected and its
security position is not inpaired; and

(iii) Adequate provisions are nade for handling the unpaid
accounts by wi thhol ding or escrowi ng sufficient funds to pay
such cl ai ns.

(4) Obtaining closing instructions. After |oan approval, the
conpl eted docket will be reviewed by the State Director. The
information required by OGC will be transmtted to OGC with request
for closing instructions. Upon receipt of the closing instructions
fromOGC, the State Director will forward them along wi th any
appropriate instructions to the District Director. Upon receipt of
closing instructions, the District Director will discuss with the
applicant and its architect or engi neer, attorney, and ot her
appropriate representatives, the requirenments contained therein and
any actions necessary to proceed with closing.

(5) Applicant contribution. An applicant contributing funds toward
the project cost shall deposit these funds in its construction
account on or before |l oan closing or start of construction,

whi chever occurs first. Project costs paid prior to the required
deposit time with applicant funds shall be appropriately accounted
for.

(6) Evidence of and di sbursenent of other funds. Applicants
expecting funds from other sources for use in conpleting projects
being partially financed with FnHA funds will present evidence of
the conm tnent of these funds from such other sources. This
evidence will be avail able before | oan closing, or the start of
construction, whichever occurs first. Odinarily, the funds

provi ded by the applicant or fromother sources will be disbursed
prior to the use of FnHA loan funds. |If this is not possible, funds
will be disbursed on a pro rata basis. FnmHA funds will not be used
to pre-finance funds commtted to the project from other sources.
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(o)

(p)

Loan cl osi ng.

(1) dosing instructions. Loans will be closed in accordance wth
the closing instructions issued by OGC

(2) Obtaining insurance and fidelity bonds. Required property

i nsurance policies, liability insurance policies, and fidelity bonds
will be obtained by the tine of |oan closing or start of
construction, whichever occurs first.

(3) Distribution of recorded docunents. The originals of the
recorded deeds, easenents, permits, certificates of water rights,

| eases, or other contracts and sinlar docunents which are not to be
held by FmHA will be returned to the borrower. The origina

nort gage(s) and water stock certificates, if any, if not required by

the recorder's office will be retained by FnHA
(4) Review of loan closing. |In order to determine that the |oan
has been properly closed, the | oan docket will be reviewed by the

State Director and OGC.

Project nonitoring and fund delivery during construction.

(1) Coordination of funding sources. Wen a project is jointly
financed, the State Director will reach any needed agreenent or
understanding with the representatives of the other source of funds
on distribution of responsibilities for handling various aspects of
the project. These responsibilities will include supervision of
construction, inspections and determ nations of conpliance with
appropriate regul ati ons concerni ng equal enpl oynment opportunities,
wage rates, nondiscrimnation in making services or benefits
avai |l abl e, and environnmental conpliance. |f any problenms devel op
whi ch cannot be resolved locally, conplete information should be
sent to the National O fice for advice.

(2) Miltiple advances. |In the event interimcomercial financing
is not legally pernissible or not available, multiple advances of
FmHA [ oan funds are required. An exception to this requirement may
be granted by the National Ofice when a single advance is
necessitated by State |l aw or public exigency. Miltiple advances
will be used only for loans in excess of $50,000. Advances wll be
made only as needed to cover disbursements required by the borrower
over a 30-day period. Advances should not exceed 24 in nunber nor
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extend | onger than two years beyond | oan closing. Nornmally, the
retai ned percentage withheld fromthe contractor to assure
construction conpletion will be included in the |ast advance.

(3)

(i) 81942.19 contains instructions for making nultiple
advances to public bodies.

(ii) Advances will be requested by the borrower in writing.
The request should be in sufficient ambunts to pay cost of
construction, rights-of-way and | and, |egal, engineering,

i nterest, and other expenses as needed. The applicant may use
Form RD 440-11, "Estimate of Funds Needed for 30 Day Period

Conmenci ng ," to show t he anpbunt of funds needed
during the 30-day peri od.

(iii) FmHA loan funds obligated for a specific purpose, such
as the paying of interest, but not needed at the tine of |oan
closing will remain in the Finance Ofice until needed unl ess
State statutes require all funds to be delivered to the
borrower at the tine of closing. Loan funds may be advanced to
prepay costs under paragraph (d)(1)(iv)(GQ of this section. |If
all funds nust be delivered to the borrower at the tinme of
closing to comply with State statutes, funds not needed at | oan
closing will be handled as foll ows:

(A) Deposited in an appropriate borrower account, such as
the debt service account, or

(B) Deposited in a supervised bank account under
paragraph (p) (3) (1) of this section.

Use and accountability of funds.

(i) Supervised bank account. FmHA | oan funds and any funds
furni shed by the applicant/borrower to supplenent the | oan

i ncluding contributions to purchase najor items of equiprent,
machi nery, and furni shings may be deposited in a supervised
bank account if deternined necessary as provided in Subpart A
of Part 1902 of this chapter. Wen FrHA has a menorandum of
under st andi ng with anot her agency that provides for the use of
supervi sed bank accounts, or when FnHA is the primary source of
funds for a project and has determ ned that the use of a
supervi sed bank account is necessary, project funds from ot her
sources may al so be deposited in the supervised bank account.
FmHA shal | not be accountable to the source of the other funds
nor shall FmHA undertake responsibility to adm nister the
fundi ng program of the other entity. Supervised bank accounts
shoul d not be used for funds advanced by an interimlender
(Revi sed 3-1-88, SPECIAL PN.)
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(ii) Oher than supervised bank account. |f a supervised bank
account is not used, arrangenent will be agreed upon for the
prior concurrence by FmHA of the bills or vouchers upon which
warrants will be drawn, so that the payments from |l oan funds
can be controlled and FnHA records are current. |If a
supervi sed bank account is not used, use Form RD 402- 2,
"Statement of Deposits and Wthdrawal s,” or a simlar formto
nmoni tor funds. Periodic reviews of nonsupervised accounts
shall be nade by FnmHA at the times and in the manner as FrHA
prescribes in the conditions of |oan approval. State |aws
regul ating the depositories to be used shall be conplied with.

(iii) Use of minority owned banks. Applicants are encouraged
to use mnority banks (a bank which is owned at |east 50
percent by minority group nenbers) for the deposit and

di sbursement of funds. A list of minority owed banks can be
obtained fromthe Ofice of Mnority Business Enterprise,
Depart ment of Commerce, Washington, D.C. 20230 and is al so
available in all FmHA of fices.

(4) Devel oprment inspections. The District Director will be
responsi ble for monitoring the construction of all projects being
financed, wholly or in part, with FnHA funds. Technical assistance
will be provided by the State Director's staff. Project nmonitoring
wi Il include construction inspections and a review of each project

i nspection report, each change order and each partial paynent
estimate and ot her invoices such as paynment for engineering/
architectural and | egal fees and other materials deterni ned
necessary to effectively nmonitor each project. These activities
will not be perfornmed on behalf of the applicant/borrower, but are
solely for the benefit of FnHA and in no way are intended to relieve
t he applicant/borrower of correspondi ng obligations to conduct
simlar monitoring and inspection activities. Project nmonitoring
wi Il include periodic inspections to review partial paynent
estimates prior to their approval and to review project devel oprment
in accordance with plans and specifications. Each inspection will
be recorded using Form RD 1924-12, "Inspection Reports." The

original FormRD 1924-12 will be filed in project case folder and a
copy furnished to the State Director. The State Director wll
review i nspection reports and will determine that the project is

being effectively nonitored. The District Director is authorized to
revi ew and accept partial payment estimates prepared by the
contractor and approved by the borrower, provided the consulting
engi neer or architect, if one is being utilized for the project, has
approved the estimtes and certified that all material purchased or
work perfornmed is in accordance with the plans and specifications,
or if a consulting engineer or architect is not being utilized, the
District Director has determined that the funds requested are for
aut hori zed purposes. |If there is any indication that con-
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struction is not being conpleted in accordance with the plans and
specifications or that any other problenms exist, the District
Director should notify the State Director imediately and w thhold
all paynents on the contract. (Revised 5-12-87, SPECI AL PN.)

(5) Paynent for construction. Each paynment for project costs nust
be approved by the borrower's governing body. Paynent for
construction must be for ampunts shown on paynment estinate forns.
Form RD 1924-18, "Partial Paynment Estimate," may be used for this
purpose or other similar forns nay be used with the prior approva
of the State Director or designee. However, the State Director or
desi gnee cannot require a greater reporting burden than is required
by Form RD 1924-18. Advances for contract retainage will not be
made until such retainage is due and payabl e under the ternms of the
contract. The review and acceptance of project costs, including
construction partial payment estinmates by the agency, does not
attest to the correctness of the ampunts, the quantities shown, or
that the work has been performed under the terms of agreenments or
contracts. (Revised 5-12-87, SPECI AL PN.)

(6) Use of remmining funds. Funds remaining after all costs

i ncident to the basic project have been paid or provided for wll
not include applicant contributions. Applicant contributions will
be considered as funds initially expended for the project. Funds
remai ni ng, with exception of applicant contributions, may be
considered in direct proportion to the amounts obtained from each
source. Remaining funds will be handl ed as foll ows:

(i) Agency loan and/or grant funds. Remmining funds may be
used for purposes authorized by paragraph (d) of this section
provided the use will not result in nmajor changes to the
facility design or project and that the purpose of the |oan
and/ or grant remains the same. (Revised 06-19-97, SPECI AL PN.)

(A) On projects that only involve an agency | oan and no
agency grant, funds that are not needed will be applied
as an extra paynent on the agency i ndebtedness unl ess

ot her disposition is required by the bond ordi nance,
resolution, or State statute.

(B) On projects that involve an agency grant, al
remai ni ng agency funds will be considered to be grant
funds up to the full ampunt of the grant. Grant funds
not expended under paragraph (p)(6)(i) of this section
wi || be deobligated.
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(ii) Funds fromother sources. Funds remaining from other
sources will be handl ed according to rules, regul ations and/or
t he agreenent governing their participation in the project.

(g) Borrower accounting nmethods, managenent reporting and audits.
(1) Accounting nethods and records.

(i) Method of accounting and financial statenments. Financia
statements nust be prepared on the accrual basis of accounting
unl ess State statutes or regul atory agenci es provi de ot herw se,
or an exception is made by the agency. This requirement is for
accrual basis financial statenments and not for accrual basis
accounting systenms. Oganizations may keep their books on an
accounting basis other than accrual and then make adjustnents
so that the financial statenents are presented on the accrua
basi s.

(ii) Approval requirenent. Before loan closing or start of
construction, whichever is first, each borrower shall provide
to, and obtain approval fromthe agency | oan approval officia
for its accounting and financial reporting system including
the agreenent with its auditor, if an auditor is required.

(iii) Records. Form RD 1930-5, "Bookkeeping System Smal |
Borrower," may be used by small organizations as a method of
recordi ng and mai ntai ni ng accounting transacti ons.

(iv) Record retention. Each borrower shall retain all records,
books, and supporting material for 3 years after the issuance
of the audit reports and financial statenents. Upon request,
this material will be nade available to the agency, the
Conptroller General, or to their representatives.

(2) Managenent reports. These reports will furnish the nanagenent
with a means of evaluating prior decisions and serve as a basis for
pl anni ng future operations and financial conditions. In those cases
where revenues frommultiple sources are pledged as security for an
agency loan, two reports will be required; one for the project being
financed by the agency and one conbining the entire operation of the
borrower. |In those cases where agency |oans are secured by genera
obligation bonds or assessments and the borrower conbi nes revenues
fromall sources, one nanagenment report conbining all such revenues
will suffice. The follow ng nanagenment data will be submitted by
the borrower to the District Director
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(i) FEinancial informtion.

(A) Form RD 442-2, "Statement of Budget, Income and
Equity," which includes Schedule I, "Statement of Budget,
Income and Equity," and Schedule 2, "Projected Cash Flow."

(B) Prior to the beginning of each fiscal year, two
copies, with data entered in column three only of Schedule
1, page one, "Annual Budget," and all of Schedule 2, will
be submitted to the District Director. Twenty (20) days
after the end of each of the first three quarters of each
year, two copies with all information furnished on
Schedule 1 will be submitted. For the fourth quarter of
each year, submit together with the year-end financial
requirements of paragraphs (q) (4) and (5) of this section.
More frequent submissions may be required by FmHA when
necessary. The submission dates to the District Director
will be 90 days following year-end for audited statements
and 60 days following year-end for unaudited statements.
The fourth quarter submission may serve the dual purpose
of management report and year-end financial requirement
for Statement of Income. (Revised 3-1-88, SPECIAL PN.)

(ii) Additional information

(A) A list of the names and addresses of all members of
the governing body as appropriate, also indicating the
officers and their terms of office, will be included with
the other information required at the end of the year.

(B) Borrowers delinquent on payment to FmHA or
experiencing financial problems, will develop a positive
action plan to resolve financial problems. The plan will
be reviewed with FmHA and updated at least quarterly.
Guide 22 may be used for developing a positive action
plan.

(3) Substitute for managenent reports. When FnHA | oans are secured
by the general obligation of the public body or tax assessments
which total 100 percent of the debt service requirements, the State
Director may authorize an annual audit to substitute for other
management reports if the audit is received within 90 days foll ow ng
the period covered by the audit. (Revised 3-1-88, SPECI AL PN.)
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(4) Audits. Al audits are to be performed in accordance with
general |y accepted governnent auditing standards (GAGAS), using the
publication, "Standards for Audit of Governnmental Organizations,
Programs, Activities and Functions," devel oped by the Conptroller
CGeneral of the United States in 1981, and any subsequent revisions.
In addition, the audits are also to be perforned in accordance with
various O fice of Managenent and Budget (OvB) Circul ars and FrHA
requi renents as specified in the separate sections of this subpart.
(Revi sed 3-1-88, SPECIAL PN.)

(i) Audits based upon Federal financial assistance received.
The followi ng requirements shall apply to audits of the years
in which funds are received by the borrower.

(A) Local governments and Indian tribes. These
organizations are to be audited in accordance with this
subpart and OMB Circular A-128, with copies of the audits
being forwarded by the borrower to the FmHA District
Director and the appropriate Federal cognizant agency.
The Circular is attached as Exhibit A (available in any

FmHA office). For years in which an audit is not required
by OMB Circular A-128, see paragraph (qg) (4) (ii) of this
section.
(1) Cognizant agency.
(1) "Cognizant agency" means the Federal agency

assigned by OMB Circular A-128. Within the
Department of Agriculture (USDA), the OIG shall
fulfill cognizant agency responsibilities.

(1ii) Cognizant agency assignments. Smaller
borrowers not assigned a cognizant agency by OMB
should contact the Federal agency that provided
the most funds. When USDA is designated as the
cognizant agency or when it has been determined
by the borrower that FmHA provided the major
portion of Federal financial assistance, the
appropriate USDA OIG Regional Inspector General
shall be contacted. FmHA and the borrower shall
coordinate all proposed audit plans with the
appropriate USDA OIG. A list of OIG contact
persons is attached as Exhibit B (available in
any FmHA office).

(2) Audit requirenents. It is not intended that
audits required by this subpart be separate and apart
fromaudits performed in accordance with State and
local laws. To the extent feasible, the audit work
shoul d be done in conjunction with those audits.
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(3)

(1) Local governments and Indian tribes that
receive $100,000 or more a year in Federal
financial assistance shall have an audit made in
accordance with OMB Circular A-128.

(i1) Local governments and Indian tribes that
receive between $25,000 and $100,000 a year in
Federal financial assistance shall have an audit
made in accordance with OMB Circular A-128 or in
accordance with FmHA audit requirements. This
is an option of the local government or Indian
tribe. TIf the election is made to have an audit
performed in accordance with FmHA requirements,
the audit shall be in accordance with paragraph
(g) (4) (1) (B) of this section.

(1ii) Local governments and Indian tribes that
receive less than $25,000 a year in Federal
financial assistance shall be exempt from both
OMB Circular A-128 audits and FmHA audit
requirements, except for those based upon annual
gross income which may apply in paragraph

(gq) (4) (11) of this section. However, any audits
performed shall be governed by the requirements
prescribed by State or local law or regulation.
(Revised 05-26-93, PN 207.)

(iv) Public hospitals and public colleges and
universities may be excluded from OMB Circular
A-128 audit requirements. If such entities are
excluded, audits shall be made in accordance
with paragraph (qg) (4) (1) (B) of this section.

Fraud, abuse, and illegal acts. If the auditor

becomes aware of any indication of fraud, abuse, or
illegal acts in FmHA financed projects, prompt
written notice shall be given to the appropriate USDA
OIG Regional Inspector General and the FmHA District
Director.
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(B) Nonprofit organizations and others. These
organizations are to be audited in accordance with FmHA
requirements, and OMB Circular A-110, "Uniform
Requirements for Grants to Universities, Hospitals, and
Other Nonprofit Organizations." These requirements also
apply to public hospitals and public colleges and
universities if they are excluded from the audit
requirements of paragraph (qg) (4) (i) (A) of this section.

(1) Audits shall be annual unless otherwise
prohibited and supplied to the FmHA District Director
as soon as possible but in no case later than 150
days following the period covered by the audit.
(Revised 05-26-93,

PN 207.)

(2) Audit requirements.

(i) Borrowers which receive $25,000 or more a
year in Federal financial assistance shall have
an audit. Also, refer to paragraph (qg) (4) (ii)
of this section for additional audit
requirements.

(ii) Borrowers which receive less than $25,000
a year in Federal financial assistance shall be
exempt from audits, except for those based upon
annual gross income which may apply in paragraph

(g) (4) (ii) of this section. (Revised 05-26-93,
PN 207.)
(1id) Indications of fraud, abuse, and illegal

acts shall be processed in accordance with
paragraph (q) (4) (1) (A) (3) of this section.

(ii) Audits based upon annual gross incone. The follow ng
annual gross incone audit requirenents shall apply to al
borrowers (I ocal governnent, Indian tribes, and nonprofit
organi zations) for all years except the ones in which there is
an audit requirement based upon the amount of Federa

assi stance received as required by paragraphs (q)(4)(i)(A and
(ag)(4)(i)(B) of this section. Audits shall be on an annua
basi s unl ess otherw se prohibited and shall be supplied to the
FmHA District Director as soon as possible but in no case |ater
than 150 days foll owi ng the period covered by the audit.

(Revi sed 05-26-93, PN 207.)
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(A)
loan

Gross annual income of $500,000 or more and an unpaid
balance exceeding $100,000.

(B)

(1) Local governments and Indian tribes shall have
audits made in accordance with State or local law or
regulation or regulatory agency requirements. If no
such requirements exist, audits shall be made in
accordance with OMB Circular A-110 and paragraphs

(g) (4) (1) (B) (1) and (2) (iii) of this section.

(2) All other organizations shall have audits in
accordance with OMB Circular A-110 and paragraph
(g) (4) (1) (B) (1) and (2) (1iii) of this section.

Gross annual income of less than $500,000. For

borrowers that have gross annual income of less than

$500,000, the requirements for audits shall be at the
discretion of the State Director. However, when audits
are required, they shall be in accordance with paragraph
(g) (4) (11) (A) of this section. (Revised 06-30-93, PN
208.)
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(5) Borrowers exenpt fromaudits. Al borrowers who are exenpt
from FnHA audit requirements and who do not ot herw se have annual
audits, will within 60 days followi ng the end of each fiscal year,
furnish the FnHA District Director with annual financial statenents,
consisting of a verification of the organization's bal ance sheet and
statement of incone and expense by an appropriate official of the
organi zation. Forms FnHA 442-2 and 442-3 may be used. For
borrowers using Form RD 442-2, the dual purpose of fourth quarter
management reports, when required, and annual statenments of incone
will be net with this one subm ssion. (Revised 3-1-88, SPECI AL PN)

(r) EnHA actions for borrower supervision and servicing.

(1) Managenent assistance and nanhagenent reports. Managenent

assistance will be based on such factors as observati on of borrower
operations and review of the periodic financial reports. The anount
and type of assistance provided will be that needed to assure

borrower success and conpliance with its agreements w th FrHA

(i) The District Director is responsible for obtaining all
management report data fromthe borrower, pronptly reviewing it
and naki ng any necessary recomendations to the borrower within
40 cal endar days. However, after receiving managenent reports
for borrowers whose FnHA i ndebt edness exceeds $1, 000, 000 and
for delinquent and problem case borrowers, the District
Director will forward themwi th conmments to the State Director
for review (Revised 3-1-88, SPECI AL PN.)

(ii) District Director reviews of borrower operations.

(A) A review of the borrower's total operational and
management practices, including records and accounts to be
maintained, will be made between the beginning of the
ninth and the end of the eleventh full month of the first
year of operation. A report will be made to the State
Director by sending a copy of Form RD 442-4, "District
Director Report." Earlier reviews will be made when
needed to resolve operational and management problems that
may arise.

(B) Subsequent reviews will be made for all delinquent
and other borrowers having financial problems and reported
to the State Director by a copy of Form RD 442-4. These
borrowers will adopt a positive action plan (see Guide
22). The plan will be reviewed quarterly by the District
Director until the delinquency is eliminated or other
servicing actions are recommended.
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(C) The District Director may, after the end of the
borrower's third fiscal year of operation, exempt it from
submitting management reports provided it:

(1) Is current on its loan payments.

(2) 1Is meeting the conditions of its agreements with
FmHA.

(3) Has demonstrated its ability to successfully

operate and manage the organization and has not
obtained subsequent loans in the last 3 years which
have significantly altered the scope of the project.

(4) Has the State Director's written concurrence for
all borrowers whose FmHA indebtedness exceeds
$1,000,000. (Revised 3-1-88, SPECIAL PN.)

(D) Borrowers qualifying for this exemption will still be
required to submit a copy of their audits or annual
financial statements.

(E) Ordinarily an exception will not be made to the
requirement for the borrower to submit a copy of its
annual budget.

(F) The District Director or State Director may reinstate
the requirements for submission of periodic management
reports for those borrowers who became delinquent or
otherwise are not carrying out their agreements with FmHA
or require more frequent submission of management reports.
This requirement will be reinstated for borrowers
receiving a subsequent loan which will significantly alter
the scope of the project.

(G) The District Director may accept management reports
which are not prepared on page 1 of Form RD 442-2
Schedule 1 but contain like information. However, page 2
of this form must be used by all borrowers required to
furnish management reports.

(iii) The State Director is responsible for:

(A) The review of the District Director's subm ssion for
all borrowers whose indebtedness exceeds $1, 000, 000. The
State Director will forward conments to the District
Director in order that a response, if necessary, can be
sent to the borrower within 40 cal endar days after the
borrower's subm ssion of its managenment reports.

(Revi sed 3-1-88, SPECI AL PN.)
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(2)

(3)

(B) The review of all delinquent and problem case
borrower management reports. Ordinarily, review findings
and instructions regarding further management assistance
will be determined and provided to the District Office
within 20 calendar days of submission for delinquent and
problem borrowers. (Revised 3-1-88, SPECIAL PN.)

(C) Forwarding to the National Office copies of review
findings, instructions for further assistance, and
positive action plans on delinquent borrowers and
borrowers experiencing financial problems at the same time
the findings and instructions are provided to the District
Office. (Revised 3-1-88, SPECIAL PN.)

Audits and financial statenents.

(i) The District Director is responsible for obtaining al
audit reports and financial statenents fromthe borrower.
Those received from borrowers whose FnHA i ndebt edness exceeds
$1, 000, 000 and from del i nquent and probl em case borrowers w ||
be pronmptly reviewed and forwarded to the State Director with
appropriate coments. (Revised 3-1-88, SPECI AL PN.)

(ii) The District Director is responsible for the review of
audits and financial statenments and for recomendati ons and

i nstructions for borrower assistance. For borrowers required
to have audits, in accordance w th paragraph (q)(4)(i) (A of
this section, the District Director is also responsible for any
necessary follow up required because of audit resolution itens
recei ved fromthe cogni zant agencies. The borrower wll be
required to furnish any additional information necessary to
satisfy the requirenent. @uide 21 nay be used in the audit
revi ew process. (Revised 3-1-88, SPECI AL PN.)

(iii) The State Director is responsible for the review of
audits of borrowers whose indebtedness exceeds $1, 000,000 and
del i nquent and probl em case borrowers. The State Director nmay
recommend to the District Director any necessary actions to be
taken. (Revised 3-1-88, SPECI AL PN)

Security inspections. A representative of the borrower will

ordinarily acconpany the District Director during each inspection
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(4)
E

(5)

of

(i) Post construction inspection. The District Director wll

i nspect each facility between the begi nning of the ninth and
the end of the eleventh full nonth of the first year of
operation. This will normally coincide with the District
Director's review of the borrower's total operational and
management practices described in paragraph (r)(21)(ii)(A) of
this section. The results of this inspection will be reported
to the State Director on Form RD 1924-12. Earlier inspections
wi Il be nade when operational or other problens indicate a
need. The State Director will provide guidance to the District
Director to assure that action will be taken to correct project
deficiencies. (Revised 5-12-87, SPECI AL PN.)

(ii) Subsequent inspections. The District Director will nake
subsequent inspections of borrower security property and
facilities during each third year after the post construction

i nspection. The results of this inspection will be reported to
the State Director on Form RD 1924-12. (Revised 5-12-87,
SPECI AL PN.)

(iii) Special inspections. The District Director may request,
or the State Director may determnine, the need for a menber of
the State staff to nake certain security inspections. In such
cases, the State Director will detail a staff nenber to make
such inspections.

(iv) Followup inspections. |If any inspection discloses
deficiencies or exceptions, or otherwi se indicates a need for
subsequent inspections prior to the third year, the State
Director will prescribe the type and frequency of follow up

i nspections. These inspections will be made until al
deficienci es and excepti ons have been corrected.

Cvil rights conpliance reviews will be perforned under Subpart
Part 1901 of this chapter for the Iife of the |oan.

QO her loan servicing actions will be in accordance with Subpart

E of Part 1951 of this chapter.
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8§1942.18 Community Facilities - Planning, Bidding, Contracting,
Const ructi ng.

(a) GCeneral. This section is specifically designed for use by owners
i ncluding the professional or technical consultants and/or agents who
provi de assi stance and services such as architectural, engineering,

i nspection, financial, legal or other services related to planning,

bi ddi ng, contracting, and constructing community facilities. These
procedures do not relieve the owner of the contractual obligations that
arise fromthe procurenent of these services. For this section, an
owner is defined as an applicant, borrower, or grantee.

(b) Technical services. Owmners are responsible for providing the

engi neering or architectural services necessary for planning, designing,
bi ddi ng, contracting, inspecting, and constructing their facilities.
Services may be provided by the owner's "in house" engineer or architect
or through contract, subject to FnHA concurrence. Architects and

engi neers must be licensed in the State where the facility is to be
constructed.

(c) Prelimnary reports. Prelimnary architectural and engi neering
reports must conformw th custonmary professional standards. Prelimnary
report guidelines for water, sanitary sewer, solid waste, storm sewer,
and other essential community facilities are available from FrHA.

(d) Design policies. Facilities financed by FnHA will be desi gned and
constructed in accordance with sound engi neering and architectura
practices, and nust nmeet the requirenents of Federal, State and |oca
agenci es.

(1) Natural resources. Facility planning should be responsive to
t he owner's needs and shoul d consider the |ong-term economic, socia
and environnental needs as set forth in this section. FmHA'S

envi ronnent al consi derations are under Subpart G of Part 1940 of
this chapter.

(i) Floodplains and wetlands. Facilities rmust avoid, to the
extent possible, the |Iong and short-term adverse inpacts
associ ated with the occupancy and nodification of fl oodpl ains
and wetl ands, and avoid direct or indirect support of

fl oodpl ain and wetl and devel opnent whenever there is a
practicable alternative. The subject is nore fully discussed
in Executive Oder 11988, Executive Order 11990, and Vater
Resources Council's Fl oodpl ai n Managenment Gui delines (43 FR
6030) which is available in all FnHA offices. Facilities

| ocated in special flood and nudslide
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prone areas must conmply with FmHA's eligibility and insurance
requi renents in Subpart B of Part 1806 of this chapter (RD
Instruction 426.2).

(ii) Coastal Zone Managerment. Facilities shall be designed
and constructed in a manner consistent with approved State
management progranms, under the Coastal Zone Management Act of
1972 (P.L. 92-583 Section 307 (c)(l) and (2)) as suppl enented
by the Departnent of Conmerce regul ations 15 CFR 930.

(iii) WId and Scenic Rivers. Facilities shall be designed
and constructed in order that designated wild and scenic rivers
be preserved in free-flowing condition and that they and their

i medi ate environments be protected for the benefit and

enj oynment of present and future generations under the Wld and
Scenic Rivers Act of 1978 (P.L. 95-625).

(iv) Endangered species. Facilities shall be designed and
constructed in a nmanner to conserve, to the extent practicable,
t he vari ous endangered and threatened species of fish and
wildlife and plants, and will not jeopardize their continued
exi stence and will not result in destruction or nodification of
t he habitat of species in the Endangered Species Act of 1973
(P. L. 93-205).

(2) Historic preservation. Facilities should be designed and
constructed in a manner which will contribute to the preservation
and enhancenent of sites, structures, and objects of historica
architectural, and archaeol ogi cal significance. Al facilities nust
conply with the National Hi storic Preservation Act of 1966 (16

U S.C. 470) as supplenented by 36 CFR 800 and Executive Order 11593,
"Protection and Enhancenent of the Cultural Environnent." Subpart F
of Part 1901 of this chapter sets forth procedures for the
protection of Historic and Archaeol ogi cal Properties.

(3) Architectural barriers. Al facilities intended for or
accessible to the public or in which physically handi capped persons
may be enpl oyed or reside nust be devel oped in conpliance with the
Architectural Barriers Act of 1968 (P.L. 90-480) as inplenmented by
the General Services Administration regulations 41 CFR 101-19.6 and
Section 504 of the Rehabilitation Act of 1973 (P.L. 93-112) as

i mpl enented by 7 CFR, Parts 15 and 15b

(4) Health Care Facilities. The proposed facility nust neet the

m ni mum st andards for design and construction contained in the
Anerican Institute of Architects Press Publication No. | SBN 0913962-
96-1, "Cuidelines for Construction and Equi pnent of
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Hospital and Medical Facilities,"™ 1987 Edition. The facility must
also meet the life/safety aspects of the 1985 edition of the
National Fire Protection Association (NFPA) 101 Life Safety Code, or
any subsequent code that may be designated by the Secretary of HHS.
All publications referenced in this section are available in all
Agency State Offices. Under §1942.17(j) (8) (ii) of this subpart, a
statement by the responsible regulatory agency that the facility
meets the above standards will be required. Any exceptions must

have prior National Office concurrence. (Revised 05-03-89,
SPECIAL PN)
(5) Energy conservation. Facility design should consider cost

effective energy saving measures or devices.

(6) Lead base paints. Lead base paints shall not be used in
facilities designed for human habitation. Owners must comply with
the Lead Base Paints Poisoning and Prevention Act of 1971 (42 U.S.C.
4801) and the National Consumer Health Information and Health
Promotion Act of 1976 (Pub. L. 94-317) with reference to paint
specifications used according to Exhibit H of Subpart A of Part 1924
of this chapter.

(7) Fire protection. Water facilities must have sufficient
capacity to provide reasonable fire protection to the extent
practicable.

(8) Growth capacity. Facilities must have sufficient capacity to
provide for reasonable growth to the extent practicable.

(9) Water conservation. Owners are encouraged, when economically
feasible, to incorporate water conservation practices into a
facility's design. For existing water systems, evidence must be

provided showing that the distribution system water losses do not
exceed reasonable levels.

(10) Water gquality. All water facilities must meet the
requirements of the Safe Drinking Water Act (Pub. L. 93-523) and
provide water of a quality that meets the current Interim Primary
Drinking Water Regulations (40 CFR 141).

(11) Combined sewers. New combined sanitary and storm water sewer
facilities will not be financed by the Agency. Extensions to
existing combined systems can only be financed when separate systems
are impractical.
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(12) Compliance. All facilities must meet the requirements of
Federal, State, and local agencies having the appropriate
jurisdiction.

(13) Dam safety. Projects involving any artificial barrier which
impounds or diverts water, or the rehabilitation or improvement of
such a barrier, should comply with the provisions for dam safety as
discussed in the Federal Guidelines for Dam Safety (Government
Printing Office stock No. 041-001-00187-5) as prepared by the
Federal Coordinating Council for Science, Engineering and

Technology.
(14) Pipe. All pipe used shall meet current American Society for
Testing Materials (ASTM) or American Water Works Association (AWWA)
standards.

(15) Water system testing. For new water systems or extensions to
existing water systems, leakage shall not exceed 10 gallons per inch
of pipe diameter per mile of pipe per 24 hours when tested at 1 1/2
times the working pressure or rated pressure of the pipe, whichever
is greater.

(16) Metering devices. Water facilities financed by RUS will have
metering devices for each connection. An exception to this
requirement may be granted by the Agency’s State Director when the
owner demonstrates that installation of metering devices would be a
significant economic detriment and that environmental consideration
would not be adversely affected by not installing such devices.

(17) Seismic safety. (Added 01-10-97, SPECIAL PN.)

(i) All new building construction shall be designed and
constructed in accordance with the seismic provisions of one of
the following model building codes or the latest edition of
that code providing an equivalent level of safety to that
contained in the latest edition of the National Earthquake
Hazard Reduction Program’s (NEHRP) Recommended Provisions for
the Development of Seismic Regulations for New Building (NEHRP
Provisions) :

(A) 1991 International Conference of Building Officials
(ICBO) Uniform Building Code;

(B) 1993 Building Officials and Code Administrators
International, Inc. (BOCA) National Building Code; or
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(e)

(C) 1992 Amendments to the Southern Building Code
Congress International (SBCCI) Standard Building Code.

(ii) The date, signature, and seal of a registered architect
or engineer and the identification and date of the model
building code on the plans and specifications will be evidence
of compliance with the seismic requirements of the appropriate
building code.

Construction contracts. Contract documents must be sufficiently

descriptive and legally binding in order to accomplish the work as
economically and expeditiously as possible.

(02-06-85)

(1) Standard construction contract documents are available from the
Agency. When the Agency's standard construction contract documents
are used, it will normally not be necessary for the Office of the
General Counsel (OGC) to perform a detailed legal review. If the
construction contract documents utilized are not in the format of
guide forms previously approved by the Agency, OGC's review of the
construction contract documents will be obtained prior to their use.

(2) Contract review and approval. The owner's attorney will review
the executed contract documents, including performance and payment
bonds, and will certify that they are adequate, and that the persons
executing these documents have been properly authorized to do so.
The contract documents, bid bonds, and bid tabulation sheets will be
forwarded to the Agency for approval prior to awarding. All
contracts will contain a provision that they are not in full force
and effect until they have been approved by the Agency. The Agency
State Director or designee is responsible for approving construction
contracts with the legal advice and guidance of the OGC when
necessary.

T9A
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(3) Separate contracts. Arrangenents which split responsibility of
contractors (separate contracts for |abor and material, extensive
subcontracting and nultiplicity of small contracts on the same job),
shoul d be avoi ded whenever it is practical to do so. Contracts may
be awarded to suppliers or manufacturers for furnishing and
installing certain itenms which have been designed by the

manuf acturer and delivered to the job site in a finished or

sem fini shed state such as prefabricated buildings and lift
stations. Contracts may al so be awarded for material delivered to
the job site and installed by a patented process or nethod.

(f) Uility purchase contracts. Applicants proposing to purchase water
or other utility service fromprivate or public sources shall have
witten contracts for supply or service which are revi ewed and approved
by the FnHA State Director or designee. To the extent practical, FnHA
revi ew and approval of such contracts should take place prior to their
execution by the owner. Form RD 442-30, "Water Purchase Contract," may
be used when appropriate. |If the FrHA loan will be repaid from system
revenues, the contract will be pledged to FnHA as part of the security
for the loan. Such contracts wll:

(1) Include a commitnent by the supplier to furnish, at a specified
poi nt, an adequate quantity of water or other service and provide
that, in case of shortages, all of the supplier's users wll
proportionately share shortages. |If it is inpossible to obtain a
firmcommitnent for either an adequate quantity or sharing shortages
proportionately, a contract may be executed and approved provi ded
adequat e evidence is furnished to enable FrHA to nake a

determ nati on that the supplier has adequate supply and/or treatnent
facilities to furnish its other users and the applicant for the
foreseeable future; and

(i) The supplier is subject to regul ations of the Federa
Ener gy Regul atory Commi ssion or other Federal or State agency
whose jurisdiction can be expected to prevent unwarranted
curtail ment of supply; or

(ii) A suitable alternative supply could be arranged within
the repaynent ability of the borrower if it should becone
necessary; or

(iii) Prior approval is obtained fromthe National Ofice
The follow ng informati on should be submitted to the Nationa
Ofice:

(A) Transmittal memorandum including:

(1) Alternative supplies considered; and
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(2) Recommendations and comments; and

(3) Any other necessary supporting information.
(B) Copies of the following:

(1) Proposed letter of conditions; and

(

N

) Form RD 442-7, "Operating Budget"; and

(3) Form RD 442-3, "Balance Sheet"; and
(4) Preliminary Engineering Report; and
(5) Proposed Contract.
(C) Owner and FmHA engineer's comments and
recommendations.

(D) Documentation and statement from the supplier that it
has an adequate supply and treatment facilities available
to meet the needs of its users and the owner for the
foreseeable future.

(2) Set out the ownership and nai ntenance responsibilities of the
respective parties including the master nmeter if a meter is
installed at the point of delivery.

(3) Specify the initial rates and provide some kind of escal ator

cl ause which will permit rates for the association to be raised or

| owered proportionately as certain specified rates for the
supplier's regular custoners are raised or |owered. Provisions my
be made for altering rates in accordance with the decisions of the
appropriate State agency which may have regul atory authority.

(4) Run for a period of time which is at |east equal to the
repaynent period of the loan. State Directors nay approve contracts
for shorter periods of time if the supplier cannot |egally contract
for such period, or if the owner and supplier find it inmpossible or

i mpractical to negotiate a contract for the nmaximum peri od
perm ssi bl e under State |aw, provided:

(i) The supplier is subject to regul ations of the Federa
Ener gy Regul atory Commi ssion or other Federal or State agency
whose jurisdiction can be expected to prevent unwarranted
curtail ment of supply; or
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(ii) The contract contains adequate provisions for renewal; or

(iii) A determination is nade that in the event the contract

is termnated, there are or will be other adequate sources
avail able to the owner that can feasibly be devel oped or
pur chased.

(5) Set out in detail the anpbunt of connection or demand charges,

if any, to be made by the supplier as a condition to making the
service available to the owner. However, the paynment of such
charges from |l oan funds shall not be approved unl ess FnHA determ nes
that it is nore feasible and economcal for the owner to pay such a
connection charge than it is for the owner to provide the necessary
supply by other neans.

(6) Provide for a pledge of the contract to FnHA as part of the
security for the | oan.

(7) Not contain provisions for

(i) Construction of facilities which will be owned by the
supplier. This does not preclude the use of nobney paid as a
connection charge for construction to be done by the supplier

(ii) Options for the future sale or transfer. This does not

precl ude an agreemnment recognizing that the supplier and owner

may at some future date agree to a sale of all or a portion of
the facility.

(g) Sewage treatment and bulk water sales contracts. Owmners entering
into agreenents with private or public parties to treat sewage or supply
bul k water shall have witten contracts for such service and all such
contracts shall be subject to FnHA concurrence. Paragraph (f) of this
section should be used as a guide to prepare such contracts. (Revised
3-1-88, SPECIAL PN.)

(h) Performng construction. Omers are encouraged to acconplish
construction through contracts with recogni zed contractors. Oaners may
acconpl i sh construction by using their own personal and equi pnent

provi ded the owners possess the necessary skills, abilities and
resources to performthe work and provided a |icensed engi neer or
architect prepares design draw ngs and specifications and inspects
construction and furni shes inspection reports as required by paragraph
(o) of this section. For other than utility-type facilities, inspection
services may be provided by individuals as approved by the FnHA State
Director. |In either case, the requirements of paragraph (j) of this
section apply. Paynents for construction will be handl ed under
81942.17(p)(5) of this part.
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(i) Omer's contractual responsibility. This subpart does not relieve
t he owner of any contractual responsibilities under its contract. The
owner is responsible for the settlenent of all contractual and
admi ni strative issues arising out of procurenents entered into in
support of a loan or grant. These include, but are not limted to:
source eval uation, protests, disputes, and claims. Mtters concerning
violation of laws are to be referred to the local, State, or Federa
authority as may have jurisdiction.

(j) Omner's procurenent requlations. Owner's procurenent regul ations
must conply with the foll owi ng standards: (Revised 3-1-88, SPECI AL PN.)

(1) Code of conduct. Omers shall maintain a witten code or

st andards of conduct which shall govern the performance of their

of ficers, enployees or agents engaged in the award and

admi ni stration of contracts supported by FmHA funds. No enpl oyee

of ficer or agent of the owner shall participate in the selection
award, or adm nistration of a contract supported by FnHA funds if a
conflict of interest, real or apparent, would be involved. Exanples
of such conflicts would arise when: the enpl oyee, officer or agent
or agent; any nmenber of their imrediate famly; their partner; or an
organi zati on which enpl oys, or is about to enmploy, any of the above;
has a financial or other interest in the firmselected for the

awar d.

(i) The owner's officers, enployees or agents shall neither

solicit nor accept gratuities, favors or anything of nonetary
val ue fromcontractors, potential contractors, or parties to

subagr eement s.

(ii) To the extent permitted by State or |ocal |aw or
regul ati ons, the owner's standards of conduct shall provide for
penal ti es, sanctions, or other disciplinary actions for

viol ati ons of such standards by the owner's officers,

enpl oyees, agents, or by contractors or their agents.

(2) Maximum open and free conpetition. All procurenent
transactions, regardl ess of whether by seal ed bids or by negotiation
and wi thout regard to dollar value, shall be conducted in a manner

t hat provi des nmaxi mum open and free conpetition. Procurenent
procedures shall not restrict or elimnate competition. Exanples of
what are considered to be restrictive of competition include, but
are not limted to: placing unreasonable requirenments on firns in
order for themto qualify to do business; nonconpetitive practices
between firms; organizational conflicts of interest; and unnecessary
experi ence and bonding requirenents. In specifying material (s), the
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owner and its consultant will consider all materials normally
suitable for the project conmrensurate with sound engi neering
practices and project requirements. For a water or waste di sposa
facility, FnHA shall consider fully any recommendati on made by the
| oan applicant or borrower concerning the technical design and
choice of materials to be used for such a facility. [If FrHA
determ nes that a design or material, other than those that were
recommended shoul d be considered by including themin the
procurenent process as an acceptable design or material in the water
or waste disposal facility, FmHA shall provide such applicant or
borrower with a conprehensive justification for such a

determ nation. The justification will be docunented in witing.
(Revi sed 3-1-88, SPECIAL PN.)

(3) Omner's review Proposed procurenent actions shall be revi ewed by
the owner's officials to avoid the purchase of unnecessary or duplicate
items. Consideration should be given to consolidation or separation of
procurenent itens to obtain a nore econom cal purchase. Were
appropriate, an analysis shall be made of |ease versus purchase
alternatives, and any other appropriate analysis to determn ne which
approach woul d be the nost economical. To foster greater econony and
ef ficiency, owners are encouraged to enter into State and | oca

i ntergovernmental agreenents for procurenment or use of conmon goods and
servi ces.

(4) Solicitation of offers, whether by conpetitive seal ed bids or
conpetitive negotiation, shall

(i) Incorporate a clear and accurate description of the

techni cal requirenents for the material, product, or service to
be procured. The description shall not, in conpetitive
procurenents, contain features which unduly restrict
conpetition. The description may includes a statement of the
qualitative nature of the material, product or service to be
procured, and when necessary, shall set forth those ninimm
essential characteristics and standards to which it mnust
conformif it is to satisfy its intended use. Detailed product
speci fications should be avoided if at all possible. Wen it
is impractical or uneconom cal to make a clear and accurate
description of the technical requirenents, a "brand nane or
equal " description may be used to define the performance or
other salient requirements of a procurement. The specific
features of the named brands which nust be net by offerors
shall be clearly stated.

(ii) Cdearly specify all requirenents which of ferors nust

fulfill and all other factors to be used in evaluating bids or
proposal s.
(5) Small, mnority, and wonen's businesses and | abor surplus area
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(i) Affirmative steps should be taken to assure that small and
m nority businesses are utilized when possible as sources of
suppl i es, equipment, construction and services. Affirmative
steps shall include the foll ow ng:

(A) Include qualified small and minority businesses on
solicitation lists.

(B) Assure that small and minority businesses are
solicited whenever they are potential sources.

(C) When economically feasible, divide total requirements
into smaller tasks or quantities so as to permit maximum
small and minority business participation.

(D) Where the requirement permits, establish delivery
schedules which will encourage participation by small and
minority businesses.

(E) Use the services and assistance of the Small Business
Administration and the Office of Minority Business
Enterprise of the Department of Commerce.

(F) If any subcontracts are to be let, require the prime
contractor to take the affirmative steps in paragraphs
(3) (5) (1) (A) through (E) of this section.

(ii) Owners shall take sinilar appropriate affirmative action
in support of women's busi nesses.

(iii) Omers are encouraged to procure goods and services from
| abor surplus areas.

(iv) Owners shall submit a witten statenent or other evidence
to FnHA of the steps taken to conply with paragraphs
(1)(3)(i)(A) through (F), (j)(5)(ii), and (j)(5)(iii) of this
section.

(6) Contract pricing. Cost plus a percentage of cost nethod of
contracting shall not be used.

(7) Unacceptable bidders. The following will not be allowed to bid
on, or negotiate for, a contract or subcontract related to the
construction of the project:

(i) An engineer or architect as an individual or firmwho has
prepared plans and specifications or who will be responsible
for nonitoring the construction;
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(ii) Any firmor corporation in which the owner's architect or
engi neer is an officer, enployee, or holds or controls a
substantial interest;

(iii) The governing body's officers, enployees, or agents;

(iv) Any nember of the immediate famly or partners in

paragraphs (j)(7)(i), (j)Y(7)(ii) or (j)(7)(iii) of this
section; or

(v) An organization which enploys, or is about to enploy, any

person in paragraph (j)(7)(i), (j)(7)(ii), (j)(7)(iii) or
(j)(7) (iv) of this section.

(8) Contract award. Contracts shall be nade only with responsible
parties possessing the potential ability to perform successfully
under the terns and conditions of a proposed procurenent.

Consi deration shall include but not be Iinmted to matters such as
integrity, record of past performance, financial and technica
resources, and accessibility to other necessary resources.
Contracts shall not be nade with parties who are suspended or
debarred. (Revised 4-11-89, SPECI AL PN)

(k) Procurenment methods. Procurenment shall be made by one of the
foll owi ng met hods: small purchase procedures; competitive seal ed bids
(formal advertising); competitive negotiation; or nonconpetitive
negotiation. Conpetitive sealed bids (formal advertising) is the
preferred procurement method for construction contracts.

(1) Small purchase procedures. Small purchase procedures are those
relatively sinple and informal procurenment methods that are sound
and appropriate for a procurenment of services, supplies or other
property, costing in the aggregate not nore than $10,000. |If snall
purchase procedures are used for a procurenent, witten price or
rate quotations shall be obtained froman adequate numnber of
qgual i fied sources.

(2) Conpetitive sealed bids. In conpetitive sealed bids (fornal
advertising), sealed bids are publicly solicited and a firmfixed-
price contract (lunp sumor unit price) is awarded to the
responsi bl e bi dder whose bid, conformng with all the material termns
and conditions of the invitation for bids, is |owest, price and

ot her factors considered. When using this nethod the follow ng
shal I apply:

(i) At a sufficient tine prior to the date set for opening of
bi ds, bids shall be solicited froman adequate nunber of
qualified sources. In addition, the invitation shall be
publicly adverti sed.
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(ii) The invitation for bids, including specifications and
pertinent attachments, shall clearly define the items or
services needed in order for the bidders to properly respond to
the invitation under paragraph (j)(4) of this section.

(iii) Al bids shall be opened publicly at the time and pl ace
stated in the invitation for bids.

(iv) Afirmfixed-price contract award shall be made by
witten notice to that responsible bidder whose bid, conformng
to the invitation for bids, is |lowest. Wen specified in the
bi ddi ng docurments, factors such as discounts and transportation
costs shall be considered in determning which bid is |owest.

(v) Any or all bids may be rejected by the owner when it is in
their best interest.

(3) Conpetitive negotiation. 1In conpetitive negotiations,
proposal s are requested from a nunber of sources and the Request for
Proposal is publicized. Negotiations are normally conducted with
nore than one of the sources submitting offers. Conpetitive

negoti ati on may be used if conditions are not appropriate for the
use of formal advertising and where di scussions and bargaining with
a view to reaching agreenment on the technical quality, price, other
terms of the proposed contract and specifications may be necessary.
If conpetitive negotiation is used for a procurenent, the follow ng
requi renents shall apply:

(i) Proposals shall be solicited froman adequate number of
qualified sources to permit reasonable conpetition consistent
with the nature and requirements of the Procurenent. The
Request for Proposal shall be publicized and reasonabl e
requests by other sources to conpete shall be honored to the
maxi mum ext ent practicabl e.

(ii) The Request for Proposal shall identify all significant
eval uation factors, including price or cost where required, and
their relative inportance.

(iii) The owner shall provide nechanisns for technica
eval uation of the proposals received, determ nation of
responsi ble offerors for the purpose of witten or ora
di scussions, and selection for contract award.
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(iv) Award may be made to the responsible of feror whose
proposal will be nost advantageous to the owner, price and
ot her factors considered. Unsuccessful offerors should be
promptly notified.

(v) Omners may utilize conpetitive negotiation procedures for
procurenent of architectural/engi neering and other professiona
servi ces, whereby competitors' qualifications are eval uated and
the nost qualified conmpetitor is selected, subject to
negoti ati ons of fair and reasonabl e conmpensati on

(4) Nonconpetitive negotiation. Nonconpetitive negotiation is
procurenent through solicitation of a proposal fromonly one source,
or after solicitation of a number of sources conpetition is

det erm ned i nadequate. Nonconpetitive negotiation nay be used when
the award of a contract is not feasible under small purchase,
conpetitive sealed bids (fornmal advertising) or conpetitive
negoti ati on procedures. Circunmstances under which a contract nmay be
awar ded by nonconpetitive negotiations are limted to the foll ow ng:
(Revi sed 3-1-88, SPECIAL PN.)

(i) The itemis available only froma single source; or

(ii) There exists a public exigency or enmergency and the
urgency for the requirenent will not permit a delay incident to
conpetitive solicitation; or

(iii) After solicitation of a nunmber of sources, conpetition
i s determ ned i nadequate; or

(iv) No acceptable bids have been received after formal
advertising; or

(v) The procurenent of architectural/engi neering and ot her
pr of essi onal services; or

(vi) The aggregate ampunt does not exceed $50,000. (Added 3-
1-88, SPECI AL PN.)

(5) Additional procurenent nethods. Additional innovative
procurenment methods may be used by the owner with prior witten
approval of the FnHA National Ofice.

(1) Contracting methods. The services of the consulting engi neer or
architect and the general construction contractor shall normally be
procured fromunrel ated sources in accordance with paragraph (j)(7) of
this section. Procurenent nethods which conbine or rearrange design

i nspection or construction services (such as design/build or
constructi on managenment) nmay be used with FnHA witten approval. |If the
contract ampunt exceeds $100, 000, National O fice prior concurrence mnust
be obtai ned under section 1942.9(b) of this subpart. This method cannot




be used when an FmHA grant is involved. The owner shoul d request FnHA
approval by providing at |least the following information to FrHA:
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(m

(1) The owner's witten request to use an unconventiona
contracting nethod with a description of the proposed nethod.

(2) A proposed scope of work describing in clear, concise terns the
techni cal requirenents for the contract. It should include itemns
such as:

(i) A nontechnical statement summarizing the work to be
performed by the contractor and the results expected.

(ii) The sequence in which the work is to be perforned and a
proposed construction schedul e.

(3) A proposed firmfixed-price contract for the entire project
whi ch provides that the contractor shall be responsible for:

(i) Any extra cost which nmay result fromerrors or om ssions
in the services provided under the contract.

(ii) Conpliance with all Federal, State, and |oca
requi renents effective on the contract execution date.

(4) \Were nonconpetitive negotiation is proposed, an eval uation of
the contractor's performance on previous simlar projects in which
the contractor acted in a simlar capacity.

(5) A detailed listing and cost estimate of equi pnent and supplies
no-t included in the construction contract but which are necessary
to properly operate the facility.

(6) Evidence that a qualified construction inspector who is
i ndependent of the contractor has or will be hired.

(7) Prelimnary plans and outline specifications. However, fina
pl ans and specifications rmust be conpleted and revi ewed by FnHA
prior to the start of construction.

(8) The owner's attorney's opinion and conments regarding the | ega
adequacy of the proposed contract docunents and evi dence that the
owner has the legal authority to enter into and fulfill the
contract.

Contracts awarded prior to preapplications. Oaners awarding

construction or other procurement contracts prior to filing a
preapplication with FnHA rmust conmply with the foll ow ng:

(1) Evidence. Provide conclusive evidence that the contract was
entered into without intent to circumvent the requirenments of FrHA
regul ati ons. The evidence will consist of at |east the follow ng:
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(i) The lapse of a reasonable period of time between the date
of contract award and the date of filing the preapplication
which clearly indicates an irreconcilable failure of previous
financi al arrangenents; or

(ii) A witten statement explaining initial plans for
financing the project and reasons for failure to obtain the
pl anned credit.

(2) Modifications. Mdify the outstanding contract to conformwth
the provisions of the subpart. \Were this is not possible,

nodi fications will be made to the extent practicable and, as a

m ni mum the contract rmust conply with all State and | ocal |aws and
regul ations as well as statutory requirements and executive orders
related to the FnHA financing. Wen all construction is conplete
and it is inpracticable to nodify the contracts, the owner nust
provide the certification required by paragraph (m(4) of this
section.

(3) Consultant's certification. Provide a certification by an
engi neer or architect that any construction performed conplies fully
with the plans and specifications.

(4) Omer's certification. Provide a certification by the owner
that the contractor has conplied with all statutory and executive
requirenents related to FmHA financing for construction already
performed even though the requirements nay not have been included in
the contract docunents.

Contract provisions. |In addition to provisions defining a sound

and conplete contract, any recipient of FnHA funds shall include the
foll owi ng contract provisions or conditions in all contracts.

(1) Renedies. Contracts other than small purchases shall contain
provi sions or conditions which will allow for administrative,
contractual, or legal remedies in instances where contractors
violate or breach contract terms, and provide for such sanctions and
penalties as nmay be appropriate. A realistic |liquidated damage
provi sion should al so be included.

(2) Termination. Al contracts exceeding $10,000, shall contain
sui tabl e provisions for term nation by the owner including the
manner by which it will be affected and the basis for settlenent.

In addition, such contracts shall describe conditions under which
the contract may be termnated for default as well as conditions
where the contract may be term nated because of circunstances beyond
the control of the contractor.
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(3) Surety. In all contracts for construction or facility

i nprovenents exceedi ng $100, 000, the owner shall require bonds, a
bank letter of credit or cash deposit in escrow assuring performance
and paynent each in the anpunt of 100 percent of the contract cost.
The surety will nornmally be in the form of performance bonds and
payment bonds; however, when ot her methods of surety may be
necessary, bid documents must contain provisions for such
alternative types of surety. The use of surety other than
performance bonds and payment bonds requires concurrence by the
Nati onal Office after submission of a justification by the State
Director together with the proposed form of escrow agreenment or
letter of credit. For contracts of |esser anpunts, the owner nay
require surety. When a surety is not provided, contractors wll
furni sh evidence of payment in full for all materials, |abor, and
any other items procured under the contract. Form RD 1924-10,

"Rel ease by Claimants,"” and Form RD 1924-9, "Certificate of
Contractor's Rel ease," may be obtained at the |ocal FnmHA of fice and
used for this purpose. The United States, acting trough the Farmers
Hone Admi nistration, will be naned as co-obligee on all surety

unl ess prohibited by State |law. Conpani es providi ng performance
bonds and paynent bonds must hold a certificate of authority as an
acceptabl e surety on Federal bonds as listed in Treasury Crcul ar
570 as anmended and be | egally doing business in the State where the
facility is located. (Revised 5-3-89, SPECI AL PN)

(4) Equal Enployment Opportunity. Al contracts awarded in excess
of $10,000 by owners shall contain a provision requiring conpliance
wi th Executive Order 11246, entitled, "Equal Enmpl oyment
Qpportunity," as amended by Executive Order 11375, and as

suppl enent ed by Departnent of Labor regul ations 41 CFR Part 60.
(Revi sed 5-3-89, SPECI AL PN)

(5) Anti-kickback. Al contracts for construction shall include a
provision for conmpliance with the Copel and "Anti - Ki ckback"” Act (18
U S.C. 874). This Act provides that each contractor shall be

prohi bited frominducing, by any neans, any person enployed in the
construction, conpletion, or repair of public work, to give up any
part of the conpensation to which they are otherw se entitled. The
owner shall report suspected or reported violations to FnHA

(6) Records. All negotiated contracts (except those of $2,500 or

| ess) awarded by owners shall include a provision to the effect that
t he owner, FmHA, the Conptroller General of the United States, or
any of their duly authorized representatives, shall have access to
any books, docunents, papers, and records of the contractor which
are directly pertinent to a specific Federal |oan programfor the
pur pose of meking audits, exam nations, excerpts, and
transcriptions. Owmners shall require contractors to maintain al
required records for 3 years after owners make final payments and
all other pending matters are cl osed.
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(7) State Energy Conservation Plan. Contracts shall recognize
mandat ory standards and policies relating to energy efficiency which
are contained in the State energy conservation plan issued in
conpliance with the Energy Policy and Conservation Act (P.L. 94-
163).

(8) Change orders. The construction contract shall require that
all contract change orders be approved by FnHA

(9) EnmHA concurrence. All contracts rmust contain a provision that
they shall not be effective unless and until the FmHA State Director
or designee concurs in witing.

(10) Retainage. All construction contracts shall contain adequate
provisions for retainage. No payments will be nade that would

depl ete the retai nage nor place in escrow any funds that are
required for retainage nor invest the retainage for the benefit of
the contractor. The retainage shall not be |less than an anopunt

equal to 10 percent of an approved partial paynent estimate until 50

percent of the work has been conpleted. |If the job is proceeding
satisfactorily at 50 percent conpletion, further partial payments
shall be nmade in full, however, previously retained anbunts shal

not be paid until construction is substantially conplete.
Addi ti onal amounts may be retained if the job is not proceeding
satisfactorily, but in no event shall the total retainage be nore
than 10 Percent of the value of the work conpl eted.

(11) Oher conpliance requirenments. Contracts in excess of

$100, 000 shall contain a provision which requires conpliance with
all applicable standards, orders, or requirements issued under
Section 306 of the Clean Air Act (42 U.S.C. 1857(h)), Section 508 of
the Clean Water Act (33 U S.C. 1368), Executive Order 11738, and
Envi ronnental Protection Agency (EPA) regulations 40 CFR Part 15,
whi ch prohibit the use under non-exenpt Federal contracts, grants or
| oans of facilities included on the EPA List of Violating
Facilities. The provision shall require reporting of violations to
FmHA and to the U S. Environnmental Protection Agency, Assistant

Admi nistrator for Enforcenent. Solicitations and contract

provi sions shall include the requirenents of 4 CFR Part 15.4 (c) as
set forth in Guide 18 of this subpart which is available in all FrHA
of fices.

Contract administration. Owners shall be responsible for

mai ntai ning s contract adm nistration systemto nonitor the contractors
performance and conpliance with the terns, conditions, and
speci fications of the contracts.

(1) Preconstruction conference. Prior to beginning construction
the owner will schedule a preconstruction conference where FrrHA wil |
revi ew the planned devel opnent with the owner, its architect or
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engi neer, resident inspector, attorney, contractor(s), and other

interested parties. The conference will thoroughly cover applicable
items included in Form RD 1924-16, "Record of Pre-construction
Conference," and the discussions and agreements will be docunented.
Form RD 1924-16 may be used for this purpose. (Revised 5-12-87,
SPECI AL PN.)

(2) Mnitoring reports. Each owner will be required to nonitor and

provide reports to FnHA on actual performance during construction
for each project financed, or to be financed, in whole or in part
with FrHA funds to include

(i) A comparison of actual acconplishnents with the
construction schedul e established for the period. The partia
paynment estimate may be used for this purpose.

(ii) A narrative statenent giving full explanation of the
fol |l owi ng:

(A) Reasons why established goals were not met.

(B) Analysis and explanation of cost overruns or high
unit costs and how payment is to be made for the same.

(iii) If events occur between reports which have a significant
i mpact upon the project, the ower will notify FrHA as soon as
any of the follow ng conditions are known:

(A) Problens, delays, or adverse conditions which wll
materially affect the ability to attain program

obj ectives or prevent the neeting of project work units
by established tine periods. This disclosure shall be
acconpani ed by a statenent of the action taken, or
contenpl ated, and any Federal assistance needed to
resol ve the situation

(B) Favorable developments or events which enable meeting
time schedules and goals sooner than anticipated or
producing more work units than originally projected or
which will result in cost underruns or lower unit costs
than originally planned and which may result in less FmHA
assistance.

(3) Ilnspection. Full-time resident inspection is
required for all construction unless a witten exception
is made by FnHA upon witten request of the owner.

Unl ess ot herwi se agreed, the resident inspector will be
provi ded by the consulting architect/engineer. Prior to
the preconstruction conference, the architect/engineer
will submit a resunme of qualifications of the resident

i nspector to the owner and to FnHA for acceptance in
witing. |f the owner provides the resident inspector



it must subnmit a resune of the inspector's qualifications
to the project architect/engi neer and FmHA
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for acceptance in witing prior to the preconstruction conference.
The resident inspector will work under the general supervision of
the project architect/engineer. A guide format for preparing daily
i nspection reports (Guide 11 of this subpart) and Form RD 1924-18
"Partial Paynent Estimate," are avail able on request from FnHA
(Revi sed 5-12-87, SPECIAL PN.)

(4) Inspector's daily diary. The resident inspector will maintain
a record of the daily construction progress in the formof a daily
diary and daily inspection reports as foll ows:

(i) A conmplete set of all daily construction records will be
mai nt ai ned and the original set furnished to the owner upon
conpl eti on of construction.

(i) Al entries shall be |legible and shall be nade in ink.

(iii) Daily entries shall include but not be limted to the
date, weather conditions, number and cl assification of
personnel working on the site, equipnent being used to perform
the work, persons visiting the site, accounts of substantive

di scussions, instructions given to the contractors, directions
recei ved, all significant or unusual happenings involving the
wor k, any del ays, and daily work acconpli shed.

(iv) The daily entries shall be made available to FnHA
personnel and will be reviewed during project inspections.

(5) Prefinal inspections. A prefinal inspection will be made by

t he owner, resident inspector, project architect or engineer
representatives of other agencies involved, the District Director
and a FnHA State Ofice staff representative, preferably the State
staff architect or engineer. Prefinal inspections may be nade

wi thout FmHA State Office staff participation if the State Director
or a designee determines that the facility does not utilize
conpl i cated construction techniques, materials or equi pment for
(facilities such as small fire stations, storage buildings or m nor
utility extensions, and that an experienced District Office staff
representative will be present. The inspection results will be
recorded on Form RD 1924-12, "Inspection Report," and a copy
provided to all interested parties. (Revised 5-12-87, SPECI AL PN.)

(6) Final inspection. A final inspection will be rmade by FnHA
before final paynment is made.

(7) Changes in devel opnent pl ans.

(i) Changes in devel opnent plans may be approved by FmHA when
requested by owners, provided:
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(A) Funds are available to cover any additional costs;
and

(B) The change is for an authorized loan purpose; and

(C) It will not adversely affect the soundness of the
facility operation or FmHA's security; and

(D) The change is within the scope of the contract,

(ii) Changes will be recorded on Form RD 1924-7, "Contract
Change Order," or, other simlar forns may be used with the
prior approval of the State Director or designee. Regardless
of the form change orders nust be approved by the FnmHA State
Director or a designated representative. (Revised 5-12-87,
SPECI AL PN.)

(iii) Changes should be acconplished only after FnHA approva
on all changes which affect the work and shall be authorized
only by means of contract change order. The change order wll
i nclude itens such as:

(A) Any changes in labor and material and their
respective cost.

(B) Changes in facility design.

(C) Any decrease or increase in gquantities based on final
measurements that are different from those shown in the
bidding schedule.

(D) Any increase or decrease in the time to complete the
project.

(iv) Al changes shall be recorded on chronol ogi cally nunbered
contract change orders as they occur. Change orders will not
be included in paynent estimates until approved by all parties.
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8§1942.19 |Information Pertaining to Preparati on of Notes or Bonds and Bond
Transcript Docunents for Public Body Applicants.

(a) GCeneral. This section includes information for use by public body
applicants in the preparation and i ssuance of evidence of debt (bonds,
notes, or debt instrunments, herein referred to as bonds). This section
is made available to applicants as appropriate for application
processi ng and | oan docket preparation.

(b) Policies related to use of bond counsel. Preparation of the bonds
and the bond transcript docunents will be the responsibility of the
applicant. Public body applicants will obtain the services and opinion

of recogni zed bond counsel with respect to the validity of a bond issue,
except as provided in (b)(1) through (3) below. The applicant normally
will be represented by a local attorney who will obtain the assistance
of a recogni zed bond counsel firm which has experience in municipa
financing with such investors as investnment deal ers, banks, and

i nsurance conpani es.

(1) |Issues of $250,000 or less. At the option of the applicant for
i ssues of $250,000 or |ess, bond counsel may be used for the

i ssuance of a final opinion only and not for the preparation of the
bond transcript and ot her documents when the applicant, FnHA, and
bond counsel have agreed in advance as to the method of preparation
of the bond transcript documents. Under such circunstances the
applicant will be responsible for the preparation of the bond
transcri pt documents.

(2) |Issues of $50,000 or less. At the option of the applicant and
with the prior approval of the FnHA State Director, the applicant
need not use bond counsel if:

(i) The amount of the issue does not exceed $50,000 and the
appl i cant recogni zes and accepts the fact that processing the
application may require additional |egal and administrative
tinme.

(ii) There is a significant cost saving to the applicant
particularly with reference to total |egal fees after

det ermi ni ng what bond counsel would charge as conpared with
what the | ocal attorney will charge without bond counsel

(iii) The local attorney is able and experienced in handling
this type of |egal work.

(iv) The applicant understands that, if it is required by FnHA
to refinance its loan pursuant to the statutory refinancing
requirenents, it will probably have to obtain at its expense a
bond counsel's opinion at that tinme.
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(v) Al bonds will be prepared in accordance with this
regul ation and will conformas nearly as possible to the
preferred nethods of preparation stated in paragraph (e) of
this section but still be consistent with State | aw

(vi) Many matters necessary to conply with FrHA requirements
such as land rights, easenments, and organi zational docunents
wi Il be handled by the applicant's local attorney. Specific
closing instructions will be issued by the Ofice of the
General Counsel of the U S. Departnent of Agriculture for the
gui dance of FrHA

(3) For loans of |ess than $500,000. The applicant shall not be
required to use bond counsel in a straight nortgage-note situation
where conpetitive bidding is not required for the sale of the debt
instrument, unless a conplicated financial situation exists with the

applicant. In addition, if there is a known backlog in a particul ar
OCGC regional office the applicant will be advised of such backl og
and it will be suggested to the applicant that the appoi ntnment of
bond counsel may be nore expeditious. However, it will be the

deci sion of the applicant whether or not to appoint bond counsel
The applicant nust comply with (b)(2)(iii) through (vi) of this
section.

(c) Bond transcript documents. Any questions with respect to FrHA

requi renents should be discussed with the FmHA representatives. The bond
counsel (or local counsel where no bond counsel is involved) is required to
furnish at least two conplete sets of the following to the applicant, who will
furni sh one conplete set to FrHA:

(1) Copi es of all organizational docunents.
(2) Copi es of general incunbency certificate.

(3) Certified copies of mnutes or excerpts therefrom of al
neetings of the applicant's governing body at which action was taken
in connection with the authorization and issuance of the bonds.

(4) Certified copies of docunents evidencing that the applicant has
conplied fully with all statutory requirenents incident to calling
and hol ding of a favorable bond election, if such an election is
necessary in connection with bond issuance.

(5) Certified copies of the resolutions or ordinances or other
docunents, such as the bond authorizing resolutions or ordi nance and
any resolution establishing rates and regulating the use of the

i mprovenent, if such documents are not included in the mnutes

furni shed.
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(6) Copies of official Notice of Sale and affidavit of publication
of Notice of Sale where a public sale is required by State statute

(7) Specinen bond, with any attached coupons.
(8) Attorney's no-litigation certificate.

(9) Certified copies of resolutions or other documents pertaining
to the bond award.

(10) Any additional or supporting docunents required by bond
counsel

(11) For loans involving nultiple advances of FmHA | oan funds a
prelim nary approving opi nion of bond counsel (or |ocal counsel if
no bond counsel is involved) if a final unqualified opinion cannot
be obtained until all funds are advanced. The prelininary opinion
for the entire issue shall be delivered on or before the first
advance of loan funds and state that the applicant has the | ega
authority to i ssue the bonds, construct, operate and maintain the
facility, and repay the | oan subject only to changes during the
advance of funds such as litigation resulting fromthe failure to
advance | oan funds, and receipt of closing certificates.

(12) Prelimnary approving opinion, if any, and final unqualified
approvi ng opi ni on of recogni zed bond counsel (or |ocal counsel if no
bond counsel is involved) including opinion regarding interest on
bonds bei ng exenpt from Federal and any State incone taxes. On
approval of the Administrator, a final opinion may be qualified to
the extent that litigation is pending relating to Indian clains that
may affect title to land or validity of the obligation. It is

permi ssible for such opinions to contain | anguage referring to the

| ast sentence of Section 306 (a)(1l) or to Section 309A (h) of the
Consol i dated Farm and Rural Devel opnent Act [7 U.S.C. 1926 (a)(1) or
1929a (h)], and providing that if the bonds evidencing the

i ndebt edness in question are acquired by the Federal CGovernment and
sold on an insured basis fromthe Agriculture Credit |nsurance Fund,
or the Rural Devel opnent Insurance Fund, the interest on such bonds
will be included in gross income for the purpose of the Federa

i ncone tax statutes.
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(d) Interimfinancing fromcomercial sources during construction

period for |oans of $50,000 or more. |In all cases where it is possible
for funds to be borrowed at current market interest rates on an interim
basi s from conmercial sources, such interimfinancing will be obtained

so as to preclude the necessity for multiple advances of FrmHA funds.

(e) Permanent instrunents for FnHA |oans to repay interim comrercia
financing. FmHA [oans will be evidenced by the followi ng types of
i nstruments chosen in accordance with the follow ng order of preference:

(1) FEirst preference - Form RD 440-22, "Promnissory Note
(Association or Organization)". |If legally pernissible use FormRD
440-22 for insured |oans.

(2) Second preference - single instruments with anortized
installments. If FormRD 440-22 is not legally perm ssible, use a
single instrument providing for anmortized installments. Show the
full anpbunt of the |oan on the face of the document and provide for
entering the date and ampbunt of each FnHA advance on the reverse
thereof or on an attachment to the instrunent. Form RD 440-22
shoul d be followed to the extent possible. Wen principal paynent
is deferred, no attenpt should be nade to conpute in dollar termns
the amobunt of interest due on these installment dates. Rather the
i nstrument should provide that "interest only" is due on these
dates. The appropriate anortized installnment conputed as foll ows
will be shown due on the installnent dates thereafter

(i) Annual paynents - Subtract the due date of the [ast annua
interest only installment fromthe due date of the fina
installment to determ ne the nunber of annual paynents
applicable. Wen there are no interest only installments, the
nunber of annual paynents will equal the number of years over
which the loan is anortized. Then multiply the amount of the
note by the applicable anmortization factor shown in FrHA
Anortization Tables and round to the next higher dollar
Exanmpl e of Conputati on of Annual Paynent:

Dat e of Loan C osing: 7-5-1976
Amount of Loan: $100, 000. 00
Interest Rate: 5%
Anortization Period: 40 years
Interest Only Installnents: 7-5-1977 and
7-5-1978
First Regular Installnment: 7-5-1979
Final Installment: 7-5-2016
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Conput at i on: 2016- 1978 =
38 annual paynents
$100, 000. 00 x .05929 = $5, 929. 00 annua

paynment due

(ii) Sem annual paynents - Miltiply by two the nunmber of years
between the due date of the [ast annual interest only

install ment and the due date of the final installment to
determ ne the correct number of sem annual periods applicable.
VWen there are no interest only installnments, multiply by two

t he nunber of years over which the loan is anortized. Then

mul tiply the amount of the note by the applicable anortization
factor shown in FnHA Anortization Tables and round to the next
hi gher doll ar.

Exanmpl e of Conputation of Sem annual Payment:

Dat e of Loan C osing: 7-5-1976

Amount of Loan: $100, 000. 00

Interest Rate: 5%

Anortization Period: 40 years

Interest Only Installnents: 7-5-1977 and
7-5-1978

First Regular Installnment: 7-5-1979

Final Installnment: 7-5-2016

Conput at i on: 2016 - 1978 = 38 x 2 =

76 sem annual periods
$100, 000. 00 x .02952 = $2,952.00 sem annua
paynment due

(iii) Mnthly paynents - Multiply by twelve the nunber of
years between the due date of the |last annual interest only
installment and the final installnment to determ ne the nunber
of nmonthly paynments applicable. Wen there are no interest
only installnents, multiply by twelve the nunber of years over
which the loan is anortized. Then multiply the amount of the
note by the applicable anortization factor shown in FrHA
Anortization Tables and round to the next higher dollar

Exanmpl e of Conputation of Mnthly Paymnent:

Dat e of Loan C osing: 7-5-1976
Ampunt of the Loan: $100, 000. 00
Interest Rate: 5%
Anortization Period: 40 years
Interest Only Installnents: 7-5-1977 and
7-5-1978
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First Regular Installnment: 7-5-1979
Final Installnment: 7-5-2016
Conput at i on: 2016 - 1978 =

38 x 12 = 456 nmonthly paynents
$100, 000. 00 x .00491 = $491.00 nonthly
paynment due

(3) Third preference - single inhstrument with installnents of
principal plus interest. If a single instrunent with anortized
installnments is not legally pernissible, use a single instrunent
providing for installnments of principal plus interest accrued on the
unmat ured princi pal balance. The principal should be in an anount
best adapted to making principal retirenent and interest paynents
whi ch cl osely approxi mate equal installnments of conbined interest
and principal as required by the first two preferences.

(i) The repaynment ternms concerning interest only installnents
descri bed in paragraph (e)(2) of this section, "Second
preference" applies.

(ii) The instrument shall contain in substance the follow ng
provi si ons:

(A) A statement of principal maturities and due dates.

(B) Payments made on indebtedness evidenced by this
instrument shall be applied to the interest due through
the next installment due date and the balance to principal
in accordance with the terms of the bond. Payments on
delinquent accounts will be applied in the following
sequence:

(1) Dbilled delinquent interest,

(2) past due interest installments,
(3) past due principal installments,
(4) dinterest installment due, and

(5) principal installment due.

Extra payments and payments made from security depleting
sources shall be applied to the principal last to come due
or as specified in the bond instrument.
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(4) Fourth preference serial bonds with installnments of principa
plus interest. If instruments described under the first, second,
and third preferences are not legally pernissible, use serial bonds
with a bond or bonds delivered in the amount of each advance. Bonds
will be delivered in the order of their nunbers. Such bonds will
conformwith the m ni mumrequirements of paragraph (h) of this
section. Rules for application of paynents on serial bonds will be
the sane as those for principal installment single bonds as set out
in the preceding paragraph (e)(3) of this section.

(f) Miltiple advances of FnHA funds using permanent instrunments. \Where
interimfinancing fromcomercial sources is not avail able, FnmHA | oan
proceeds will be disbursed on an "as needed by borrower" basis in
ampunts not to exceed the ampbunt needed during 30-day peri ods.

(g) Miltiple advances of FnmHA funds using tenporary debt instrument.
VWhen none of the instruments described in paragraph (e) of this section
are legally pernissible or practical, a bond anticipation note or
simlar tenporary debt instrunent may be used. The debt instrunent will
provide for multiple advance of FnHA | oan funds and will be for the ful
amount of the FnHA |l oan. The instrunent will be prepared by bond
counsel (or local counsel if bond counsel is not involved and approved
by the State Director and OGC. At the sane tine FnHA delivers the | ast

advance, the borrower will deliver the permanent bond instrument and the
cancel ed tenmporary instrunent will be returned to the borrower. The
approved debt instrunent will show at |east the follow ng:

(1) The date from which each advance will bear interest.

(2) The interest rate.

(3) A paynent schedule providing for interest on outstanding
principal at |east annually.

(4) A maturity date which shall be no earlier than the anticipated
i ssuance date of the permanent instrument(s).

(h) Mnimum bond specifications. The provisions of this paragraph
are m ni mum specifications only, and rmust be followed to the extent
| egal |y permi ssible.

(1) Type and denoninations. Bond resolutions or ordi nances wl|l
provide that the instrunent(s) be either a bond representing the
total amount of the indebtedness or serial bonds in denom nations
customarily accepted in rmunicipal financing (ordinarily in nultiples
of not less than $1000). Single bonds nay provide for repaynment of
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principal plus interest or anortized installnents; anortized
installnents are preferable fromthe standpoint of FnHA. Coupon
bonds will not be used unless required by State statute.

(i) To conpute the value of each coupon when the bond
denom nation is consistent:

(A) Multiply the amount of the loan or advance by the
interest rate and divide the product by 365 days.

(B) Multiply the daily accrual factor determined in (A)
by the number of days from the date of advance or last
installment date to the next installment date.

(C) Divide the interest computed in (B) by the number of
bonds securing the advance; this is the individual coupon
amount.

(ii) To compute the value of each coupon when the bond
denomi nation varies:

(A) Multiply the denomination of the bond by the interest
rate and divide the product by 365 days.

(B) Multiply the daily accrual factor determined in (A)
by the number of days from the date of advance or last
installment date to the next installment due date; this is
the individual coupon amount.

(2) Bond registration. Bonds will contain provisions permtting
registration as to both principal and interest. Bonds purchased by
FHA wi |l be registered in the name of "United States of Anerica,

Farmers Hone Adm nistration,” and will remain so registered at al
time while the bonds are held or insured by the United States. The
address of FnHA for registration purposes will be that of the

appropriate FmHA State O fice. (Revised 3-1-88, SPECI AL PN.)

(3) Size and quality. Size of bonds and coupons should conformto
standard practice. Paper must be of sufficient quality to prevent
deterioration through ordinary handling over the life of the |oan

(4) Date of bond. Bonds will preferably be dated ss of the day of
delivery, however, may be dated another date at the option of the
borrower and subject to approval by FrHA. |If the date of delivery
is other than the date of the bond, the date of delivery will be
stated in the bond. |In all cases, interest will accrue fromthe
date of delivery of the funds.
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(5) Paynent date. Loan paynents will be scheduled to coincide with
i ncome availability and be in accordance with State law. |f
consistent with the foregoing, nmonthly paynments will be required and
will be enunerated in the bond, other evidence of indebtedness, or
ot her suppl enental agreement. However, if State law only permts
principal plus interest (P& ) type bonds, annual or sem nannua

paynments will be used. Insofar as practical monthly payments will
be schedul ed one full nmonth followi ng the date of I oan closing; or
sem annual or annual paynments will be schedul ed six or twelve ful

nont hs respectively, followi ng the date of |oan closing or any
deferment period. Due dates falling on the 29th, 30th or 31st day
of the nonth will be avoided. (Revised 06-26-91, PN 168.)

(6) Place of payment. Paynments on bonds purchased by FmHA shoul d
be submitted to the FnHA District Ofice by the borrower. The
District Ofice will then remit the paynents to the Finance Ofice
or deposit themin a Treasury CGeneral Account in accordance wth
Subpart B of Part 1951 of this chapter.

(7) Redenptions. Bonds should contain customary redenption
provi si ons; subject, however, to unlimted right of redenption

wi t hout prenium of any bonds held by FmHA except to the extent
limted by the provisions under the "Third Preference" and "Fourth
Preference" in paragraph (e) of this section.

(8) Additional revenue bonds. Parity bonds may be issued to
conplete the project. Oherw se, parity bonds may not be issued
unl ess the net revenues (that is, unless otherw se defined by the
State statute, gross revenues |ess essential operation and

mai nt enance expense) for the fiscal year preceding the year in which
such parity bonds are to be issued, were 120 percent of the average
annual debt service requirenents on all bonds then outstanding and
those to be issued; provided, that this limtation nmay be waived or
nodi fied by the witten consent of bondhol ders representing 75
percent of the then outstanding principal indebtedness. Junior and
subor di nat e bonds may be issued in accordance with the |oan

agr eenent .

(9) Scheduling of FnHA paynents when joint financing is involved.
In all cases in which FHA is participating with another |ender in
the joint financing of the project to supply funds required by one
applicant, the FmHA paynents of principal and interest should
approxi mate anortized install ments.

(10) Precautions. The follow ng types of provisions in debt
i nstruments shoul d be avoi ded.
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(i) Provisions for the holder to manually post each paynment to
the instrunent.

(ii) Provisions for returning the permanent or tenporary debt
instrument to the borrower in order that it, rather than FrHA
may post the date and anobunt of each advance or repayment on
the instrunent.

(iii) Defeasance provisions in |oan or bond resolutions. Wen
a bond issue is defeated, a new issue is sold which supersedes
t he contractual provisions of the prior issue, including the
refinancing requirement and any lien on revenues. Since

def easance in effect precludes FmHA from requiring graduation
before the final maturity date, it represents a violation of
the statutory refinancing requirement, therefore it is

di sal | owed. (Revised 05-03-89, SPECI AL PN.)

(iv) Provisions that anend covenants contained in Forms FrHA
1942-47, "Loan Resolution (Public Bodies)," or FrHA 1942-9,
"Loan Resolution Security Agreenment." (Revised 06-26-91, PN
168.)

(11) Miltiple Loan Instrunents. The following will be adhered to
when preparing debt instrunents:

(i) Wen nore than one |oan type is used in financing a
project, each type of loan will be evidenced by a separate debt
instrument or series of debt instrunents.

(ii) Loan funds obligated in different fiscal years and those
obligated with different interest rates or terns in the same
fiscal year will be evidenced by separate debt instrunents.

(iii) Loan funds obligated for the same |loan type in the sane
fiscal year at the same interest rate and term may be conbi ned
in the same debt instrunent; provided the borrower has been
notified on Form RD 1940-1, "Request for Obligation of Funds,"
of the action.

(i) Bidding by FrHA. Bonds offered for public sale shall be offered in
accordance with State law, in such a manner to encourage public bidding.

FHA wi |l not submit a bid at the advertised sale unless required by
State law, nor will reference to FnHA's rates and terns be included. |If
no acceptable bid is received, FrHA will negotiate the purchase of the
bonds.
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§ 1942.20 Community Facility Gui des.

(a) The follow ng docunents are attached and made part of this subpart
and may be used in administering this program

(1) @ide 1 and 1la GUI DE LETTER FOR USE | N | NFORM NG PRI VATE
LENDER OF AGENCY' s COVM TMENT

(2) uide 2 WATER USERS AGREEMENT

(3) uide 3 SERVI CE DECLI NATI ON STATENMENT

(4) Quide 4 BYLAWS

(5) @uide 5 FI NANCI AL FEASI BI LI TY REPORT

(6) Quide 6 PRELI M NARY ARCH TECTURAL FEASI BI LI TY
REPORT

(7) @uide 7 PRELI M NARY ENG NEERI NG REPORT
WATER FACI LI TY

(8) uide 8 PRELI M NARY ENG NEERI NG REPORT
SEWERAGE SYSTEMS

(9) @uide 9 PRELI M NARY ENG NEERI NG REPORT
SOLI D WASTE DI SPOSAL SYSTEMS

(10) Guide 10 PRELI M NARY ENG NEERI NG REPORT
STORM WASTE- WATER DI SPOSAL

(11) Quide 11 DAI LY | NSPECTI ON REPORT

(12) Quide 12 MEMORANDUM OF UNDERSTANDI NG BETWEEN THE

ECONOM C DEVELOPMENT ADM NI STRATI ON -
DEPARTMENT OF COMMVERCE AND THE DEPARTMENT
OF AGRI CULTURE PERTAI NI NG TO EPA PUBLI C
WORKS PROJECTS ASSI STED BY AN AGENCY LOAN

(13) Cuide 13 MEMORANDUM OF UNDERSTANDI NG BETWEEN THE
ECONOM C DEVELOPMENT ADM NI STRATI ON -
DEPARTMENT OF COMVERCE AND THE DEPARTMENT
OF AGRI CULTURE REGARDI NG SUPPLEMENTARY
GRANT ASSI STANCE FOR THE CONSTRUCTI ON OF
PUBLI C WORKS AND DEVELCPMENT FACI LI TI ES
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(14)
(15)
(16)

(17)

(18)
(19)

(20)

(21)
(22)

(24)

(25)

(26)

(27)

(28)

(29)

Cui de

CGui de

CGui de

Cui de

Cui de

Cui de

Cui de

CGui de

CGui de

Cui de

Cui de

Cui de

Cui de

Exhi bit A

14

15

16

17

18

19

20

21

22

24

25

26

27

Exhi bi t

LEGAL SERVI CES AGREEMENT
COVWUNI TY FACI LI TY BORROWNERS APPLI CATI ON
COVMUNI TY FACI LI TY LOAN DOCKET

CONSTRUCTI ON CONTRACT DOCUMENTS - SHORT
FORM

AGENCY SUPPLEMENTAL CGENERAL CONDI TI ONS
CONSTRUCTI ON CONTRACT DOCUMENTS

AGREEMENT FOR ENG NEERI NG SERVI CES
(AGENCY/ EPA JO NTLY FUNDED PRQIECTS)

REVI EW OF AUDI T REPORTS
DELI NQUENT ACCCQUNTS POsSI Tl VE ACTI ON PLAN

M NI MUM SUGGESTED CONTENTS OF MANAGEMENT
AGREEMENTS

JO NT POLI CY STATEMENT BETWEEN
ENVI RONVENTAL PROTECTI ON AGENCY AND AGENCY

COVMUNI TY PROGRAMS PRQJIECT SELECTI ON
CRI TERI A

ATTACHVENTS TO Al A DOCUMENT B141- 1997,
STANDARD FORM OF AGREEMENT BETWEEN OWNER
AND ARCHI TECT W TH STANDARD FORM OF
ARCHI TECT' S SERVI CES  (Revi sed 08- 26- 98,
PN 296.)

Cl RCULAR NO. A-128 (Added 03-01-88,
SPECI AL PN.)

DEPARTMENT OF AGRI CULTURE REG ONAL

| NSPECTOR GENERAL (O G (Added 03-01-88,
SPECI AL PN.)
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(b) These guides and exhibits are for use by agency officials,
applicants and applicant’s officials and agents on certain natters
related to the planning, devel opment, and operation of essentia
conmunity facilities which involve the use of |oans and grants fromthe
agency. This includes activities related to applying for and obtaini ng
such financial assistance. These guides and exhibits are not published
in the Federal Register; however, they are available in any agency

of fice. (Revised 08-26-98, PN 296.)

88 1942.21 - 1942.49 [Reserved]

§ 1942.50 OWB control nunber.

The reporting and recordkeepi ng requirements contained in this regulation
have been approved by the O fice of Managenent and Budget (OVB) and have been
assigned OMB control nunmber 0575-0015. Public reporting burden for this
collection of information is estimated to vary fromfive ninutes to 15 hours
per response, with an average of 2.7 hours per response, including time for
reviewi ng instructions, searching existing data sources, gathering and
mai nt ai ni ng the data needed, and conpleting and review ng the collection of
i nformati on. Send conments regarding this burden estimte or any other aspect
of this collection of information, including suggestions for reducing this
burden to the Department of Agriculture, Cearance Officer, ORM Ag Box 7630,
Washi ngton, D.C. 20250; and to the Ofice of Management and Budget, Paperwork
Reducti on Project (OVB #0575-0015), Washi ngton, D.C. 205083.

Attachments: @uides 1 through 22 and 24 through 27
Exhi bits A and B

o000
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GQUIDE LETTER FOR USE I N | NFORM NG PRI VATE LENDER OF
FnHA' S COVM TMENT

(Name and Address of Private Lender)

Dear
Ref erence is made to a request fromthe (Town of Friendly)
t hr ough (John Smith) its Mayor, for interimfinancing from

your bank to construct its water (and/or sewer) systemat the interest rate
and terns and conditions agreed upon, as reflected in the attached copy of
your letter.

This letter is to confirmcertain understandings on behalf of the Farners Hone
Admi ni stration.

Fi nal plans and specifications have been prepared and approved, bids have been
taken, and the town council is prepared to award the construction contract to
the qualified |ow bidder. It has been determined by the applicant and the
Farmers Hone Adm nistration that the conditions of |oan (and/or grant) closing
can be net.

Funds have been obligated for the project, as evidenced by the attached copy
of Form RD 440-57, "Acknow edgnment of oligated Funds/ Check Request."

It is proposed by the town with the approval of the Farners Hone

Admi ni stration that the bank advance funds, in accordance with the agreed
ternms and conditions stated in the attached letter, as needed to pay for
construction and other authorized and legally eligible expenses incurred by
the town, upon presentation of proper statenents or work estinates approved by
the town's authorized representative and the authorized official of the
Farmers Home Administration

W have schedul ed the Farners Home Administration |oan to be cl osed when
construction to be financed with |oan funds is substantially conmplete, so that
funds will be available to pay off the total ampunt of advances your bank has
made for authorized approved purposes, including accrued interest to the date
of cl osi ng.

We appreci ate your assistance to the comunity and | ook forward to working
with you on this project.

Si ncerely,
State Director or District Director
Farnmers Home Adm ni stration

(1-15-79) SPECIAL PN
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GQUI DE LETTER FOR USE I N | NFORM NG OTHER LENDERS OF FmHA' S COVM TMENT

TO (NAME AND ADDRESS OF LENDER)

SUB: | NTERI M FI NANCI NG FOR THE (TOAN OF FRI ENDLY)

The_ (Town of Friendly) (the "applicant") proposes to sell __ (type
of debt instrunent) in order to obtain interimfinancing for the
construction of a _ (description of project) . The (debt

i nstrument) , in the aggregate principal amunt of $ , 1S
bei ng i ssued pursuant to a certain (aut hori zi ng docunent) Resol ution
adopted by the applicant on , 19 . On the sane date the
appl i cant adopted a bond resolution pursuant to which it will issue bonds for

per manent fi nanci ng.

This letter is to confirmcertain understandings on behalf of the Farners Hone
Admi ni stration.

Fi nal plans and specifications have been prepared and approved, bids have been
t aken and the applicant has awarded the construction contract to the qualified
| ow bidders. It has been deternmi ned by the applicant and the Farners Hone
Admi ni stration that the conditions of a permanent |oan cl osing can be mnet.
Presently, Farmers Hone Adninistration has no reason to believe that such
conditions will not be net.

Funds have been obligated for the project, as evidenced by the attached copy
of Form RD 440-57, "Acknow edgnment of nligated Funds/ Check Request."

It is proposed by the applicant, with the approval of the Farners Hone

Adm ni stration, that the proceeds fromthe purchase of the (type of debt
nst runent) will be used to provide for interest on the _ (type of debt
i nstrument) to maturity and to pay for construction and other authorized and

legally eligible expenses incurred by the applicant upon presentation of
proper statements or work estimates approved by the applicant, its authorized
representatives and the District Director, or other authorized official of the
Farmers Home Administration

(1-15-79) SPECIAL PN



We have schedul ed di sbursenent of the permanent |oan to the applicant for

[ ater than , 19 , in inmrediately avail abl e funds, so that
funds will be available to pay the _ (type of debt instrument) in full upon
their maturity on , 19 . Upon neeting the | oan conditions,
at the permanent |oan closing the Farmers Home Administration will disburse

t he permanent | oan by purchasing the applicant's (permanent debt instrunent)
i ssued pursuant to the Bond Resol ution.

We appreci ate your assistance to the applicant and | ook forward to working
with you on this project.

Si ncerely yours,

State Director or District Director
Farnmers Home Adm ni stration
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WATER USERS ACGREEMENT

Thi s agreement entered into between the , a
nonprofit corporation, hereinafter called the "Association," and

, memnber ()

of the Association, hereinafter called "Mnber."
WI TNESSETH

VWereas, the Menber desires to purchase water fromthe Association and to
enter into a water users agreenent as required by the Byl aws of the

Associ ati on.

NOW THEREFORE, in consideration of the nutual covenants, prom ses, and
agreements herein contained, it is hereby understood and agreed by the parties
hereto as foll ows:

The Association shall furnish, subject to the I[imtation set out inits
Byl aws and Rul es and Regul ations now in force or as hereafter anmended, such
quantity of water as Menmber nmay desire in connection with Menber's occupancy
of the follow ng described priority:

(1-15-79) SPECIAL PN
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EXAMPLE: Lot 1 Section 1 of the Green Valley Subdivision
fronting 52 feet on H ghway No. 620 containing 1/2 acre
joined on the East by John Jones and on the Wst by Pete
Smith; or 162 N. South Street, Springfield, Virginia

The Menber agrees to grant to the Association, its successors and
assigns, a perpetual easenent in, over, under and upon the above-descri bed
and, with the right to erect, construct, install, and lay, and thereafter use,
operate, inspect, repair, mmintain, replace, and renove water pipelines and
appurtenant facilities, together with the right to utilize adjoining |ands
bel onging to the Menber for the purpose of ingress to and egress fromthe
above-descri bed | ands.

The Menber shall install and maintain at the nenber's expense a service
[ine which shall begin at the meter and extend to the dwelling or place of
use. The service line shall connect with the distribution systemof the
Associ ation at the nearest place of desired use by the Menber, provided the
Associ ation has determ ned in advance that the system has sufficient capacity
to permit delivery of water at that point.

The Menber agrees to conply with and be bound by the Articles, Bylaws,
Rul es and Regul ations of the Association, nowin force, or as hereafter duly
and | egally suppl emented, amended, or changed. The
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Menber al so agrees to pay for water at such rates, time, and place as shall be
determ ned by the Association, and agrees to the inmposition of such penalties
for nonconpliance as are now set out in the Association's Bylaws and Rul es and
Regul ati ons, or which may be hereafter adopted and inposed by the Association

The Menber agrees to pay a deposit in the ampunt of $_ . In the
event service to the Menber is terminated, either voluntarily by the Menber,
or by the Association for cause, the deposit shall be held and applied by the
Associ ation to any unpai d bal ance then owi ng on the Menber's account. Shoul d
the account be fully paid at the tine of termination of service to the Menber,
t he deposit shall be refunded by the Association within a reasonable tine

t hereafter.

The Associ ation shall purchase and install a cutoff valve and may al so
include a water nmeter in each service. The Association shall have excl usive
right to use such cutoff and water neter.

The Associ ation shall have final authority in any question of |ocation of
any service line connection to its distribution system shall deternine the
all ocation of water to Menbers in the event of a water shortage; and may shut
off water to a Menber who allows a connection or extension to be made of the
menber's service line for the purpose of supplying water to another user. In
the event the total water supply shall be insufficient to neet
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all of the needs of the Menmbers, or in the event there is a shortage of water,
the Association may prorate the water avail able anong the various Menbers on
such basis as is deenmed equitable by the Board of Directors, and may al so
prescribe a schedul e of hours covering use of water for garden purposes by
particul ar Menbers and require adherence thereto or prohibit the use of water
for garden purposes; provided that, if at any tine the total water supply
shall be insufficient to neet all of the needs of all of the Members, the
Associ ation rmust first satisfy all of the needs of all Menbers for domestic
pur poses before supplying any water for |ivestock purposes and nmust satisfy
all the needs of all Menbers for both domestic and |ivestock purposes before
supplying any water for garden purposes.

The Menber agrees that no other present or future source of water will be
connected to any waterlines served by the Association's waterlines and wll
di sconnect fromthe present water supply prior to connecting to and switching
to the Association's systemand shall elimnate their present or future cross-
connections in the menber's system

The Menber shall connect the service lines to the Association's
di stribution systemand shall comence to use water fromthe systemon the
date the water is nmade available to the Menmber by the Association. Water
charges to the Menber shall conmmence on the date service is made avail abl e,
regardl ess of whether the Menber connects to the system
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In the event the Menber shall breach this contract by refusing or
failing, without just cause, to connect a service line to the Association's
di stribution systemas set forth above, the Menber agrees to pay the
Association a lunp sum of Three Hundred Dol lars ($300.00) as |iquidated
damages. It is expressly understood and agreed by the parties hereto that the
sai d anpbunt is agreed upon as |iquidated danages in that a breach by the
Menber in either of the respects set forth above would be difficult, if not
i mpossi ble, to prove the anbunt of such damages. The parties hereto have
conput ed, estimated, and agreed upon said sumin an attenpt to nmake a
reasonabl e forecast of probable actual |oss because of the difficulty of
estimating with exactness the resulting damages.

The failure of a custoner to pay water charges duly inposed shall result
in the automatic inposition of the follow ng penalties:

1. Nonpaynent within ten days fromthe due date will be subject to a
penalty of ten percent of the delinquent account.

2. Nonpaynment within thirty days fromthe due date will result in the
wat er being shut off fromthe customer's property.
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3. In the event it beconmes necessary for the Association to shut off the

water froma Menmber's property, a fee set by the corporation in its rate
schedule will be charged for a reconnection of the service.

IN WTNESS WHEREOF, we have executed this agreenent this

day of , 19
SEAL
(Name of Associ ati on)
ATTEST: By:
Pr esi dent
Menber
Menber

(0]0)
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SERVI CE DECLI NATI ON STATEMENT

| understand that the (Name of Associ ati on)
proposes to build a (water) (sewer) systemto serve ny area. | have been
gi ven an opportunity to sign a (Water) (Sewer) Users Agreement so that | night
obtain service. | do not wish to be served because

Dat e Si gnature

(Mailing Address)
(Locat i on)

The information inserted above is correct to the best of my know edge. It was

not possible to obtain the signature of this potential user because

Dat e *Si gnat ure
*To be conpl eted and signed by a representative of the association when

appl i cabl e.

0Qo
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BYLAWS

of

ARTI CLE |

Cener al Pur poses

The purposes for which this corporation is fornmed, and the powers which

it may exercise are set forth in the articles of incorporation of the
cor por ati on.

ARTI CLE 11

Nane and Locati on

Section 1. The name of this corporation is the

Section 2. The principal office of this corporation shall be located in
the City (Village) or , County of

St at e of

ARTI CLE 111
Seal

Section 1. The seal of the corporation shall have inscribed thereon the

nane of the corporation, the year of its organization and the words,
"Corporation Not For Profit,

Section 2. The secretary of the corporation shall have custody of the
seal .

Section 3. The seal may be used for causing it or a facsimle thereof to
be i mpressed or affixed or reproduced or otherw se.
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ARTI CLE |V
Fi scal Year

The fiscal year of the corporation shall begin the day of
in each year.

ARTI CLE V

Menber shi p

Section 1. Menbership will be linited to those who obtain the
organi zation's services, acquire a tangible interest inits assets in
proportion to the business done with the organi zati on and have a voice in its
managemnent .

Section 2. Every person (which word as used herein includes any |ega
entity) who is a record owner of a fee or undivided fee interest, or having a
substanti al possessory interest, in a property served by the water system nay
become a menber of the corporation upon signing such applications and
agreements for the purchase of water as may be provided and required by the
corporation and upon the paynent of such connection fee as nmay be inposed by
the board of directors provided that only one nenbership at a tine may be held
for each property served. A single menbership may be issued to all persons
owni ng or having a substantial possessory interest in the property. Only one
menbership may be held with respect to property at one tine. The board of
directors shall cause to be issued appropriate certificates of menbership
provi ded that menbership shall not be deni ed because of the applicant's race,
color, creed, sex, age, marital status, or national origin. Menbership may be
denied if capacity of the corporation's water systemis exhausted by the need
of its existing menbers, or, if the proposed use of the applicant is such that
it would interfere with existing uses previously authorized by the board of
directors.

A. A substantial possessory interest is one where the person or persons
have a legal right to control and occupancy of a property but do not have the
| egal or the equitable ownership of the property. It may be under a |ease or
simlar right to possession

(1) Before nmenbership is allowed to one or nore persons clainming such an
interest, the corporation will endeavor to obtain the application for
menbership fromthe owner of such property.
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(2) Were menbership is granted to one or nore persons having a
substanti al possessory interest, the corporation, as a condition to the
menber shi p, may require such applicant to post such collateral or bond as the
directors deternine necessary to fully protect the corporation from any
additional risk that may be involved to the corporation by reason of the |ack
of legal ownership in the applicant.

Section 3. Each nenmber shall have only one nenbership for each property
served, regardl ess of the number of service connections the menber may obtain
to serve the property. Each nenbership certificate shall represent one vote.
VWhen nore than one person holds the interest in a property served, the vote
shal | be exercised by the person in whose nane the certificate is registered
or by such person as the several persons nay designate, but in no event shal
nore than one vote be cast with respect to any property.

Section 4. Menbership shall be transferable but the transfer will be
ef fective only when noted on the books of the corporation. Such transfer will
be made only to a person who obtains a qualifying interest in the property. A

menber will transfer nmenbership in the corporation to a successor in interest
as part of the transaction whereby the nmenber di sposes of any interest to said
property. The secretary, upon request, will make note of such transfer upon

the records of the corporation but need not issue a new certificate to the
successor in interest of the previous existing menber.

Section 5. Wen nenbership in the corporation is not transferred, it
shall terminate upon the disposition or other termination of the menber's
interest in the property, regardl ess of whether or not the certificate is
surrendered to the corporation. Menbership also may be termi nated by action
of the board of directors where the use of the property is changed so as to
materially increase the ampunt of water consumed to the prejudice of other
exi sting nenmbers or to the prejudice of the orderly operation of the system

Section 6. Ternination of menmbership will not result in forfeiture of
the former nember's rights and interest in the organization's assets and the
former menber will not be precluded fromreceiving a proportionate share of

any subsequent distribution of such assets by the organizati on.

Section 7. The termination of the menbership of any menber shall not
di squalify for nenbership any other person who has or obtains an interest in
the property of the term nated menber and who otherw se neets the requirements
of these byl aws.
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Section 8. In the event a menber's property interest is divested other
than by voluntary means, such nenber's menbership will pass to the trustee,
recei ver, executor, or the like who will be entitled either in person or
t hrough a designated representative to exercise all of the rights incident to
such menbershi p, but subject to such duties and liabilities also applicable to
t he menbership. The trustee, receiver, executor, or the like, may termnate
such menbership by witten notice to such effect delivered or mailed to the
secretary of the corporation. Upon the final disposition of such property
rights, the owner thereof shall be entitled to nenbership in like manner as if
t he nmenbership had been transferred to the owner by the original menber as set
forth in Section 4 above.

Section 9. Upon the transfer of a menmbership, the corporation will not
| ook to the successor in interest for the payment of any past due anopunts.
The corporation will seek collection only fromthe individual who incurred

such charges or assessnents or fromthe property itself if a judgment |ien had
been duly perfected against such property.

ARTI CLE VI

Menbership Certificates

Section 1. This corporation shall not have capital stock. Menbership in
the corporation shall be represented by nembership certificates. Such
certificates shall represent the right to use and enjoy the benefits of the
corporation's water supply systemupon the paynent of necessary assessnents,

i f any, and of reasonabl e charges based upon such use, provided such use and
enjoynment are consistent with the rules, regulations, and contracts affecting
the sane as may fromtime to time be prescribed by the board of directors.

Section 2. A nmenbership certificate shall be issued to each hol der of
fully paid nenmbership, nunbered consecutively in accordance with the order of
i ssue, and bear on its face the follow ng statenent:

This menbership certificate is issued and accepted in accordance with
and subject to the conditions and restrictions stipulated in the
articles of incorporation and byl ans and amendnents to the sane

of the

Wat er Associ ati on.
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ARTI CLE VI |

Meeti ngs of Menbers

Section 1. The annual neeting of the nenbers of this corporation shal

be held at the City (Village) of , County of
, State of , at

o'clock _ .m, on the in of each
year, if not a Sunday or |egal holiday, or if a Sunday or |egal holiday on the
next business day followi ng. The place, day, and tine of the annual neeting
may be changed to any other convenient place, day, and tine in the county by
the board of directors giving notice thereof to each nenmber not less than ten
(10) days in advance thereof.

Section 2. Special neetings of the nenbers may be called at any tine by
the action of the board of directors and such neetings nmust be call ed whenever
a petition requesting such nmeetings is signed by at |east ten percent of the
menbers and presented to the secretary or to the board of directors. The
pur pose of every special meeting shall be stated in the notice thereof, and no
busi ness shall be transacted thereat except such as is specified in the
noti ce.

Section 3. Notice of neetings of menbers of the corporation, both
regul ar and special, shall be given by notice mailed by first-class mail to
each menber of record, directed to the address shown upon the books of the
corporation, not less than ten (10) nor nore than forty (40) days prior to
such meeting. Such a notice shall state the nature, tinme, place and purpose
of the neeting, but no failure or irregularity of notice of any annua
neeting, regularly held, shall affect any proceedi ngs taken thereat.

Section 4. The presence at a neeting of nenbers entitled to cast in
their own right or by proxy percent of the total nunber of votes
shall constitute a quorum Al proxies shall be in witing and filed with the
secretary. Such proxies may be general or restrictive. Proxies shall be
revocabl e and shall not be valid beyond 11 nonths, nor after termnation of
t he menbership by cessation of the nenber's interest in the property.

Section 5. Directors of this corporation shall be elected at the annua
neeting of the nenmbers as provided in Article VIII, Section 1. No cumul ative
voting shall be all owed.

Section 6. The order of business at the regular neetings and so far as
possi ble at all other meetings shall be:
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1. Calling to order and proof of quorum
2. Proof of notice of neeting
3. Readi ng and action on any unapproved m nutes
4. Reports of officers and conmittees
5. El ection of directors
6. Unfi ni shed busi ness
7. New busi ness
8. Adj our nrrent
ARTI CLE VI |

Directors and O ficers

Section 1. The board of directors of this corporation shall consist of
five menbers, all of whom shall be nenbers of the corporation. The directors
naned in the articles of incorporation shall serve until the first annua
nmeeting of the nenmbers and until their successors are elected and have
qualified. At the first annual meeting of the menbers, one director shall be
elected for a termof one year; two directors for a termof two years; and two
directors for a termof three years. At each annual mneeting thereafter, the
menbers shall elect for a termof three years the nunber of directors whose
terms of office have expired. Each director shall hold office for the term
for which elected and until a successor shall have been el ected and qualified.

Section 2. The board of directors shall neet within ten (10) days after
t he annual election of directors and shall elect a president and vice-
president from anmong thensel ves and secretary-treasurer who need not be a
menber of the board of directors, each of whomshall hold office until the
next annual meeting and until the election and qualification of a successor
unl ess sooner renoved by death, resignation, or for cause.

Section 3. If the office of any director becones vacant by reason of
death, resignation, retirement, disqualification, or otherw se, except by
renoval fromoffice, a nmagjority of the remaining directors, shall by a
majority vote, choose a successor who shall hold office until the next regul ar
nmeeting of the nenmbers of the corporation, at which tinme the menbers shal
elect a director for the unexpired termor terns.
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Section 4. A mpjority of the board of directors shall constitute a
guorum at any meeting of the board. The affirmative vote of the majority of
the directors at a neeting at which a quorumis present shall be the act of
t he board.

Section 5. Conpensation of officers may be fixed only at any regul ar or
speci al meeting of the menbers of the corporation. Directors shall receive no
conpensation for their services as such

Section 6. Oficers and directors my be renmoved fromoffice in the
foll owi ng manner: Any menber, officer, or director may present charges
against a director or officer by filing themin witing with the secretary of
the corporation. |f presented by a menber, the charges nust be accomnpani ed by
a petition signed by ten percent of the nmenbers of the corporation. Such
renoval shall be voted on at the next regular or special neeting of the
menbers and shall be effective if approved by a vote of a mgjority of those
voting if a quorumis present. The director or officer against whom such
charges have been presented shall be informed, in witing, of such charges at
| east twenty days prior to the neeting, and shall have the opportunity at such
nmeeting to be heard in person or by counsel and to present witnesses; and the
person or persons presenting such charges shall have the sanme opportunity. If
the renoval of a director is approved, such action shall also vacate any ot her
office held by the rempved director in the corporation. A vacancy in the
board thus created shall inmediately be filled by a vote of a majority of the
menbers present and voting at such nmeeting. A vacancy in any office thus
created shall be filled by the board of directors from anong their nunber so
constituted after the vacancy in the board has been fill ed.

ARTI CLE | X

Duties of Directors

Section 1. The board of directors, subject to restrictions of |law, the
articles of incorporation, and these byl aws, shall exercise all of the powers
of the corporation, and, without prejudice to or limtation upon their genera
powers, it is hereby expressly provided that the board of directors shal
have, and are hereby given full power and authority in respect to the natters
as hereinafter set forth to be exercised by resolution duly adopted by the
boar d:
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A.  To approve menbership applications and to cause to be issued
appropriate certificates and to permt the connection of properties to the
systemin the future in cases involving proposed construction or may issue
such certificates prior to the comrencenent of the proposed construction

B. To select and appoint all agents or enployees of the corporation,
renove such agents or enpl oyees of the corporation, prescribe such duties and
desi gnate such powers as nmay not be inconsistent with these bylaws, fix their
conpensation and pay for faithful services.

C. To borrow from any source, nobney, goods, or services and to make and
i ssue notes and ot her negotiable or nonnegotiable instruments evi dencing
i ndebt edness of the corporation; to nake and i ssue nortgages, deeds of trust,
pl edges of revenue, trust agreenents, security agreenents and fi nancing
statements and other instrunents evidencing a security interest in the assets
of the corporation; and, to do every act and thing necessary to effectuate the
sane.

D. To prescribe, adopt and amend, fromtime to time such equitable
uniformrules and regulations as, in its discretion, may be deened essentia
or conveni ent for the conduct of the business and affairs of the corporation
and the gui dance and control of its officers and enpl oyees, and to prescribe
adequat e penalties for the breach thereof.

E. To order, at l|least once each year, an audit of the books and accounts
of the corporation by a conmpetent public auditor or accountant. The report
prepared by such auditor or accountant shall be submitted to the nenbers of
the corporation at their annual neeting, together with a proposed budget for
t he ensuing year. Copies of such audits and budgets shall be submitted to
such parties as may be required by other agreenents.

F. To fix and alter the charges to be paid by each nenber for services
rendered by the corporation to the menber, including connection or
reconnection fees where such are deened to be necessary by the directors, and
to fix and alter the method of billing, time of paynent, manner of connection
and penalties for late or nonpayment of the sane. The board may establish one
or nore classes of users. All charges shall be uniform and nondi scrim nating
wi thin each class of users.
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G To require all officers, agents, and enpl oyees charged with
responsibility for the custody of any of the funds of the corporation to give
adequat e bonds, the cost thereof to be paid by the corporation, and it shal
be mandatory upon the directors to so require.

H To select one or nore banks to act as depositories of the funds of
the corporation and to determ ne the manner of receiving, depositing, and
di sbursing the funds of the corporation and the form of checks and the person
or persons by whomthe sane shall be signed, with the power to change such
banks and the person or persons signing such checks and the formthereof at
will.

I. To levy assessnents agai nst the menbers of the corporation in such
manner and upon such proportionate basis as the directors deem equitable, and
to enforce collection of such assessnments by the suspension of water service
or other |legal nethods. The board of directors shall have the option to
suspend the service of any nenber who has not paid such assessment wthin 30
days fromthe date the assessment was due, provided the corporation nmust give
t he nmenber at |east 15 days' witten notice at the address of the nenber on
t he books of the corporation of its intention to suspend such service if the
assessment is not paid. Upon paynent of such assessments, any penalties
appl i cabl e thereto, and a reconnection charge, if one is in effect, service
will be pronptly restored to such a nenber.

ARTI CLE X

Duties of Oficers

Section 1. Duties of President. The President shall preside over al
nmeetings of the corporation and the board of directors, call special meetings
of the board of directors, performall acts and duties usually performed by an
executive and presiding officer, and sign all nenmbership certificates and such
ot her papers of the corporation as may be authorized or directed to sign by
the board of directors, provided the board of directors nay authorize any
person to sign any or all checks, contracts, and other instruments in witing
on behal f of the corporation. The President shall perform such other duties
as may be prescribed by the board of directors.

Section 2. Duties of the Vice-President. In the absence or disability
of the President, the Vice-President shall performthe duties of the
Presi dent; provided, however, that in case of death, resignation, or
disability of the President, the board of directors may declare the office
vacant and el ect a successor.
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Section 3. Duties of the Secretary-Treasurer. The Secretary-Treasurer
shal |l keep a complete record of all mneetings of the corporation and of the
board of directors and shall have general charge and supervision of the books
and records of the corporation. The Secretary-Treasurer shall attest the
President's signature on all menbership certificates and other papers
pertaining to the corporation unless otherwi se directed by the board of
directors. The Secretary-Treasurer shall serve, mail, or deliver all notices
required by |law and by these byl aws and shall make a full report of al
matters and business pertaining to the office to the menbers at the annua
nmeeting or at such other time or times as the board of directors nmay require.
The Secretary-Treasurer shall keep the corporate seal and menbership
certificates issued and affix said corporate seal to all papers requiring a
seal . The Secretary-Treasurer all keep a proper menbership certificate
record, showi ng the name of each menber of the corporation and date of
i ssuance, surrender, transfer, termination, cancellation, or forfeiture. The
Secretary-Treasurer shall make all reports required by |aw and shall perform
such other duties as may be required by the corporation or the board of
directors. Upon the election of a successor, the Secretary-Treasurer shal
turn over to the successor all books and other property belonging to the
corporation that the Secretary Treasurer nmay possess. The Secretary-Treasurer
shal |l al so perform such duties with respect to the finances of the corporation
as may be prescribed by the board of directors.

ARTI CLE Xl

Benefits and Duties of Menbers

Section 1. The corporation will install, maintain and operate a main
di stribution pipeline or lines fromthe source of the water supply and service
lines fromthe main distribution pipeline or lines to the property line of
each menber of the corporation, at which points, designated as delivery
points, neters to be purchased, installed, owned, and maintained by the
corporation shall be placed. The cost of the service line or lines fromthe
mai n di stribution pipeline or lines of the corporation to the property |ine of
each menber shall be paid by the corporation. The corporation also may
purchase and install a cutoff valve in each service line fromits main
distribution line or lines, such cutoff valve to be owned and maintai ned by
the corporation and to be installed on some portion of the service |ine owned
by the corporation. The corporation shall have the sole and exclusive right
to use of such cutoff valve. However, the provisions of this section shal
not be construed to require the acquisition or installation of neters or
cutoff valves where the directors determ ne under the circunstances of the
system and the nature of the menbership that the use of either or both devices
is impractical, unnecessary to protect the systemand the rights of the
nmenber shi p, and/or economnically not feasible.
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Section 2. Each nenmber will be required, at the nenbers expense, to have
dug a ditch for the connection of the service line or lines fromthe property
line of the menber to menber's dwelling or other portion of the menmber's
prem ses, and to purchase and have installed the portion of the service line
or lines fromthe menber's property line to the place of use on the menber's
prem ses. The nember will maintain such portion of such service line or |ines
whi ch shall be owned by the menber, at the menber's own expense. The
corporation may, if the board of directors so determ nes, purchase the pipe
for and install such portion of such service line or lines, the cost of which

will, however, be paid by the individual menbers. |In addition, each menber
shal | pay such connection charge, if any, as may have been inposed by the
board of directors before such nenber will be entitled to receive water from

t he system

Section 3. Each nenmber may be permitted to have additional service lines
fromthe corporation's water systemin the discretion of the board of
directors upon proper application therefore and the tender or payment not to
exceed the then existing connection charge. The approval by the board of
directors of additional service lines to an existing menber may be nade
condi tional upon such provisions as the board of directors determ nes
necessary to protect the interests of other nenmbers and to allow for the
orderly expansi on and extension of the system Each service |line shal
connect with the corporation's water systemat the nearest available place to
the place of desired use by the nenmber if the corporation's water system has
sufficient capacity to permt the delivery of water through a service |line at
that point without interfering with the delivery of water through a prior
service line. |If the corporation's water systemis inadequate to pernit the
delivery of water through a service line installed at such place w thout
interfering with the delivery of water through a prior service line, then such
service line shall be installed at such place designated by the corporation.

Section 4. Each nenber may be permitted to purchase fromthe
corporation, pursuant to such agreenment as may fromtine to tine be provided
and required by the corporation, such water as is needed for donestic,
commercial, agricultural, industrial or other purposes as a menber nay desire,
subj ect, however, to the provisions of these bylaws and to such rul es and
regul ati ons as may be prescribed by the board of directors. Each menber shal
be entitled to have delivered, through the nmenber's service lines, only such
wat er as may be necessary to supply the needs of each nmenber, including the
menber's family, business, agricultural or industrial requirements. The water
delivered through each service line may be netered separately, irrespective of
t he nunber of service |ines owned by a nenber.
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Section 5. In the event the total water supply shall be insufficient to
neet all of the needs of the nmenbers or in the event there is a shortage of
water, the corporation may prorate the water avail able anmong the various
menbers on such basis as is deened equitable by the board of directors, and
may al so prescribe a schedul e of hours covering use of water for comercial,
agricultural or industrial purposes by particular nmenbers and require
adherence thereto or prohibit the use of water for comercial, agricultural or
i ndustrial purposes; provided, that if at any time the total water supply
shall be insufficient to nmeet all of the needs of all of the menbers for
donestic, livestock, commercial, agricultural or industrial purposes, the
corporation nust first satisfy all of the reasonable needs of the menmbers for
donesti c purposes before supplying any water for |ivestock purposes and nust
satisfy all of the needs of all of the menmbers for donestic and |ivestock
pur poses before supplying any water for comrercial or industrial purposes;
and, provided further, that where a nenber has nore than one service line, the
corporation may cut off the flow of water to the nondonestic service lines
until such tine as the supply of water fromthe systemis sufficient to neet
the needs of all of the nenmbers for donmestic and |ivestock purposes. During
such periods of shutoff of additional service lines there shall be no mni num
fee charged to the nenmbers having such additional service lines and the cost,
if any, of resuming the flow of water to such additional service |lines shal
be borne by the corporation.

Section 6. The board of directors shall, with the consent of the Farners
Hone Admi nistration, so long as it shall either hold any obligations or insure
any financing of the system prior to the beginning of each cal endar year
determine the flat minimumnmonthly rate to be charged each nenber during the
foll owi ng cal endar year for a specified quantity of water, such flat ninimm
nonthly rate to be payable irrespective of whether any water is used by a
menber during any nonth, the amount of additional charges, if any, for
addi ti onal water which may be supplied the nenbers, and the amount of penalty
for Iate paynments, and shall fix the date for the paynent of such charges. A
menber to be entitled to the delivery of water shall pay such charges at the
of fice designated by the corporation at or prior to the dates fixed by the
board of directors. The failure to pay water charges duly inposed shal
result in the automatic inmposition of the follow ng penalties.

A. Nonpayment within ten days fromthe due date will be subject to a
penalty of ten (10) percent of the delingquent account, which percent may be
changed at the discretion of the board of directors.
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B. Nonpaynent within thirty days fromthe due date will result in the
wat er being shut off fromthe menber's property w thout any notice thereof to
such del i nquent nmenber. Upon the paynent by the delinquent menmber of past due
wat er charges, penalties thereon and any reconnection charge, such menber
shall be entitled to resunption of the water supply. During the time of such
suspensi on of water to a nmenber, such nmenber shall have no right to vote in
the affairs of the corporation.

Section 7. The board of directors shall be authorized to require each
menber to enter into water users agreements which shall enbody the principles
set forth in the foregoing provisions of these byl aws.

ARTI CLE XI |

Di stri bution of Surplus Funds

Section 1. It is not anticipated that there will be any surplus funds or
net inconme to the corporation at the end of the fiscal year after provisions
are made for the paynent of the expenses of operation and mai nt enance and the
fundi ng of the various reserves for depreciation, debt retirenent, and other
pur poses, including those required by the ternms of any borrowi ng transaction
The occurrence in subsequent fiscal years of surplus funds or net income above
the requirenents of the corporation as above nentioned, including, if any, a
reserve for inprovenments and extension of the facilities shall be taken into
consi deration by the board of directors in determining the water rates to be
charged the nenbers.

Section 2. The organization will provide services substantially at cost.
Di vi dends shall not be paid on the basis of nembership or shares of stock in
t he organization. Al funds from whatever sources renmaining at the end of the
year in excess of those needed to neet current |osses and expenses wll be
distributed to nenbers in proportion to the amount of business done by them
during the year subject to concurrence of the Farnmers Hone Adm nistration or
will be retained for such purposes as retiring indebtedness incurred in
acquiring assets, expanding the organization's services, nmaintaining reserves
for necessary purposes or reduci ng subsequent year's water rates. However,
t he organization will maintain records fromwhich each nenber's rights and
interest in the retained funds and assets acquired with such funds in
proportion to the nenber's business with the organi zati on can be determ ned at
any time. Required records for this purpose include financial records that
show t he organi zation's revenues fromall sources for each year and records,
such as bills or receipts, showi ng the anbunt of each nenber's business
annually with the organization.
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Section 3. Upon dissolution, after paying off all debts and obligations,
menbers and forner menbers will be entitled to receive their equitable share
of all the proceeds remaining to the extent practicable as reflected by the
records.

ARTI CLE Xl |
Anendnent s

These byl aws may be repeal ed or amended by a vote of the majority of the
menbers present at any regul ar neeting of the corporation, or at any specia
nmeeting of the corporation called for that purpose, except that so | ong as any
i ndebt edness is held by or guaranteed by the Farmers Hone Administration, the
menbers shall not have the power to change the purposes of the corporation so
as to decrease its rights and powers under the |laws of the State, or to waive
any requirement of bond or other provision for the safety and security of the
property and funds of the corporation or its nmenbers, or so to amend the
byl aws as to effect a fundamental change in the policies of the corporation
wi t hout the prior approval of the Farners Home Administration in witing.

We certify that the foregoing byl aws were duly adopted by the menmbers on
, 19 , that the sane are in full force and

G ven under our hands and the seal of the corporation, this
day of , 19

Secretary- Treasurer Pr esi dent

o000
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FI NANCI AL FEASI Bl LI TY REPORT

| Cener al .

The following may be used as a guide for the preparation of financia
feasibility reports as required for FnHA financed facilities. The guide
contains mnimal requirements and the report witer is expected to fully
di scl ose and anal yze all significant factors which will likely have a
favorabl e or adverse effect on the financial success of the proposed facility.

A Need for the facility.

B Existing facilities.

Expl ain current capacities, rates or usage, activities, suitability for
continued use, alternate usage, deficiencies in services, staffing, physica
conditions, and any other pertinent information.

C Proposed facility.

1 Description of construction and renovati on by conmponent parts including
capacity of each component part and physical limting factors.
2 Expl ai n and document the need for the facility. Include coments

regardi ng the follow ng:

a Servi ce area
b Popul ati on trends
c Simlar facilities and services in the area

d Usage trends

e Conmuni ty support
f Regul at ory agency approva
g Econony in the service area
h Anal ysis of staff and consultants
D Fi nanci al information.
1 Expl ain all assumptions underlying the expected demand, use, and

projections of financial data, such as:
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e

f

2 Fi nanci a

Changes i n usage

Al'l incone and expense

Rate structure

Al l owance for uncollectible accounts
Depreciation life and method
Description of |ong-termdebts

statements. The followi ng financial statements nust be

prepared reflecting five years projections:

a

b

onl y)

Bal ance sheet for all funds
Statement of incone and expense
Statement of cash flow (cash receipts and di sbursements)

Conparison data for facilities in service area (|l atest year

o000
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PRELI M NARY ARCHI TECTURAL FEASI BI LI TY REPORT

I GENERAL. The followi ng may be used as a guide for preparation of the
Prelimnary Architectural Feasibility Report as required for FnHA financed
facilities.

A Need for the facility.

B Existing facilities. Describe - include condition, adequacy,
suitability for continued use and other pertinent informtion.

C Proposed facility. General description of proposed facility
i ncluding design criteria adopted for continued use and ot her pertinent
i nformation.

D Buil ding sites.

1 Amount of |and required.

2 Location - Alternate |ocations.
3 Site plan.

4 Site suitability.

E Cost estinmate.

1 Devel opnent and construction
2 Land and rights.

3 Legal

4 Architect fees.

5 Interest.

6 Equi pnent .

7 Cont i ngenci es.

8 Ref i nanci ng.

9 O her (described).
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F Annual operati ng budget.

1 Income - Include rate schedule. Project incone realistically.

2 Operation and mai nt enance costs - Project costs realistically.
In the absence of other data, base on actual costs of other existing
facilities of simlar size and conplexity. Include facts in the report to

substanti ate operation and nai ntenance cost estinates.

G Maps, draw ngs, sketches, and phot ogr aphs.

1 Maps - Show | ocations, boundaries, elevations, population
di stribution, existing and proposed facility, right-of-way, and |and
owner shi p.

2 Drawi ngs and sketches - Show prelimnary design and | ayout
el evati ons.

3 Phot ographs - As needed.

H Construction problens. Discuss in detail - Include information on
items which may affect the cost of construction.

I Concl usi ons and reconmendations. Discuss possible alternatives to
proposed pl ans.

0Qo
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PRELI M NARY ENG NEERI NG REPORT

WATER FACI LI TY

I. GENERAL. A Prelimnary Engineering Report should clearly describe the
owner's present situation, analyze alternatives, and propose a specific course
of action, froman engi neering perspective. The level of effort required to
prepare the report and the depth of analysis within the report are
proportional to the size and conplexity of the proposed project. Farmers Hone
Admi ni stration projects nust be nodest in design, size and cost, and be
constructed and operated in an environnentally responsible nmanner. The

foll owi ng shoul d be used as a guide for the preparation of Prelininary

Engi neering Reports for FnHA financed water systens.

1. PRQIECT PLANNI NG AREA. Describe the area under consideration. The
project planning area may be | arger than the service area determ ned to be
econom cally feasible. The description should include information on the
fol |l owi ng:

A.  Location. Maps, photographs, and sketches. These nmaterials should
i ndi cate |l egal and natural boundaries, major obstacles, elevations, etc.

B. Environnmental Resources Present. Maps, photographs, studies and
narrative. These materials should provide information on the |ocation
and significance of inmportant |and resources (farm and, rangel and,
forestl and, wetlands and 100/500 year fl oodplains, including stream
crossings), historic sites, endangered species/critical habitats, etc.,
that rmust be considered in project planning.

C. Gowth Areas and Popul ation Trends. Specific areas of concentrated
growm h should be identified. Population projections for the project

pl anni ng area and concentrated growth areas should be provided for the
proj ect design period. These projections should be based on historica
records with justification fromrecognized sources.

[11. EXISTING FACILITIES. Describe the existing facilities including at
| east the follow ng informtion:

A. Location Map. Provide a schematic |ayout and general service area
map (may be identified on project planning area maps).

B. History.

C. Condition of Facilities. Describe present condition; suitability
for continued use; adequacy of water supply; and, if any existing
central facilities, the treatnment, storage, and distribution
capabilities. Also, describe conmpliance with Safe Drinking Water Act
and applicable State requirenents.
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V.

D. Financial Status of any Operating Central Facilities. Provide

i nformati on regarding rate schedul es, annual operating and mai nt enance
(0o&m cost, tabulation of users by nonthly usage categories and revenue
received for last three fiscal years. Gve status of existing debts and
required reserve accounts.

NEED FOR PRQJECT. Describe the needs in the follow ng order of priority:

A. Health and Safety. Describe concerns and include rel evant
regul ati ons and correspondence fronfto Federal, and State regul atory
agenci es.

B. System O&M Describe the concerns and indicate those with the
greatest inmpact. Investigate water |oss, managenent adequacy,

i nefficient designs, and problemelimnation prior to adding additiona
capacity.

C. Gowth. Describe the reasonable growh capacity that is necessary
to nmeet needs during the planning period. Facilities proposed to be
constructed to neet future growth needs should generally be supported by
addi ti onal revenues. Consideration should be given to desiging for
phased capacity increases. Provide nunmber of new custoners comitted to
this project.

ALTERNATI VES CONSI DERED. This section should contain a description of

t he reasonabl e alternatives that were considered in planning a solution to
nmeet the identified need. The description should include the follow ng
i nformation on each alternative:

A. Description. Describe the facilities associated with the
alternative. Describe all feasible water supply sources and provide
conpari son of such sources. Also, describe treatnment, storage and
distribution facilities.

B. Design Criteria. State the design paraneters used for eval uation
pur poses. These paraneters nust follow the criteria established in RD
I nstruction 1942-A

C. Mp. Schematic |ayout.

D. Environnmental Inpacts. Do not duplicate the information in the
applicant's subnmittal of environmental information. Describe unique
direct and indirect inmpacts on floodplains, wetlands, other inmportant
| and resources, endangered species, historical and archaeol ogi ca
properties, etc., as they relate to a specific alternative. FnHA nust
conduct an environmental assessment prior to project approval.

E. Land Requirenents. ldentify sites and easenents required. Further
speci fy whether these properties are currently owned, to be acquired or
| eased.




F. Construction Problens. Discuss concerns such as subsurface rock,
hi gh water table, Iimted access, or other conditions which may affect
cost of construction or operation of facility.
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G Cost Estinmmtes.

1. Construction.

2. Non-Construction and G her Projects.

2.  Annual Operation and Mi ntenance.

3. Present Worth, based on Federal discount rates.

H.  Advant ages/ Di sadvant ages. Describe the specific alternative's
ability to meet the owner's needs within its financial and operationa
resources, conply with regulatory requirenents, conmpatibility with

exi sting conprehensive area_w de devel oprment pl ans, and satisfy public
and environmental concerns. A matrix rating systemcould be useful in
di spl ayi ng the information.

VI. PROPOSED PRQJECT (RECOMMENDED ALTERNATIVE). This section should contain
a fully devel oped description of the proposed project based on the prelimnary
description under the evaluation of alternatives. At least the follow ng

i nformation should be included:

A. Project Design.

1. Water Supply. Include requirenents for quality and quantity.
Descri be reconmended source, including site.

2. Treatnent. Describe process in detail and identify |ocation of
pl ant and site of any process discharges.

3. Storage. Ildentify size, type and site |location

4. Punping Stations. ldentify size, type, site |location and any
speci al power requiremnents.

5. Distribution Layout. ldentify general |ocation of |ine
i mprovenents: |engths, sizes and key conponents.

6. Hydraulic Calculations. This information should provide
sufficient detail in a tabular format to deternine conpliance wth
FmHA design requirements. Autonation tools nmay be used by the

engi neer. The submittal should include a map with a list of nodes
and pi pes and the associated characteristics, such as el evati on of
node, pipe dianmeter, pipe segnent |ength, reservoir elevation
donestic and industrial water demands, fire flow, etc.

B. Cost Estimate. Provide an itenized estimate of the project cost
based on the anticipated period of construction. Include devel opnent
and construction, land and rights, |egal, engineering, interest,

equi prent, contingencies, refinancing, and other costs associated with




t he proposed project. (For projects containing both water and waste
di sposal systenms, provide a separate cost estinmate for each system)
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C

Vi,

Annual Operati ng Budget.

1. Inconme. Provide a rate schedule. Project income realistically,
based on user billings, water treatnment contracts, and other sources
of incones. |In the absence of other reliable information, for

budget purposes, base water use on 60 gallons per capita per day, or
150 gal l ons per residential _sized connection per day, or 4,500
gal l ons per residential _sized connection per nmonth. \When |arge
agricultural or comrercial users are projected, the report should
include facts to substantiate such projections and eval uate the

i mpact of such users on the economic viability of the project. The
nunber of users should be based on equival ent dwelling units, which
is the level of service provided to a typical rural residentia
dwel | i ng.

2. Operations and Maintenance Costs. Project costs realistically.
In the absence of other reliable data, base on actual costs of other

existing facilities of simlar size and conplexity. |Include facts
in the report to substantiate operation and nai nt enance cost
estimates. Include salaries, wages, taxes, accounting and auditing

fees, legal fees, interest, utilities, gasoline, oil and fuel
i nsurance, repairs and nai ntenance, supplies, chem cals, office
supplies and printing, and m scel | aneous.

3. Capital Inmproverments. |If purchasing water or if water is being
treated by other, these costs should be included in o&m costs.

4. Debt repaynents. Describe existing and proposed project
financing fromall sources. All estimates of FrmHA fundi ng shoul d be
based on | oans, not grants. FmHA will evaluate the proposed project
for the possible inclusion of FrHA grant funds.

5. Reserve. Unless otherwi se required by State statute establish
at one-tenth (1/10) of annual debt repayment requirenent.

CONCLUSI ONS AND RECOVMENDATI ONS.  Provi de any additional findings and

recomendati ons that should be considered in devel opnent of the project. This
may i nclude recomrendati ons for special studies, highlight the need for

speci a

coordi nation, a reconmended plan of action to expedite project

devel opnent, etc.

0Qo
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PRELI M NARY ENG NEERI NG REPORT

SEVERAGE SYSTEMS

I. GENERAL. A Prelimnary Engineering Report should clearly describe the
owner's present situation, analyze alternatives, and propose a specific course
of action, froman engi neering perspective. The level of effort required to
prepare the report and the depth of analysis within the report are
proportional to the size and conplexity of the proposed project. Farmers Hone
Admi ni stration projects nust be nbdest in design, size and cost, and
constructed and operated in an environnentally responsible nmanner. The

foll owi ng shoul d be used as a guide for the preparation of Prelininary

Engi neering Reports for FmHA financed wastewater systemns.

1. PRQIECT PLANNI NG AREA. Describe the area under consideration. The
project planning area may be | arger than the service area determ ned to be
econom cally feasible. The description should include information on the
fol |l owi ng:

A.  Location. Maps, photographs, and sketches. These nmaterials should
i ndi cate |l egal and natural boundaries, major obstacles, elevations, etc.

B. Environnmental resources present. Maps, photographs, studies and
narrative. These materials should provide information on the |ocation
and significance of inmportant |and resources (farm and, rangel and,
forestl and, wetlands and 100/500 year fl oodplains, including stream
crossings), historic sites, endangered species/critical habitats, etc.
that rmust be considered in project planning.

C. Gowth areas and population trends. Specific areas of concentrated
growm h should be identified. Population projections for the project

pl anni ng area and concentrated growth areas should be provided for the
proj ect design period. These projections should be based on historica
records with justification fromrecognized sources.

[11. EXISTING FACILITIES. Describe the existing facilities, including at
| east the follow ng informtion:

A. Location map. Provide a schematic |ayout and general service area
map (may be identified on project planning area maps).

B. History.

C. Condition of facilities. Describe present condition; suitability
for continued use; adequacy of current facilities; and, if there are any
existing central facilities, the treatnent, storage, and di sposa
capabilities. Also, describe conmpliance with C ean Water Act and ot her
applicable State requirenents.

(07-08-92) PN 188



RD | nstruction 1942-A
(Gui de 8) (Page 2)

V.

D. Financial status of any operating central facilities. Provide

i nformati on regarding rate schedul es, annual operating and mai nt enance
cost (O&M), tabulation of users by nonthly usage categories and revenue
received for last three fiscal years. Gve status of existing debts,
and required reserve accounts.

NEED FOR PRQJECT. Describe the needs in the follow ng order of priority:

A. Health and safety. Describe concerns and include rel evant
regul ati ons and correspondence fronfto Federal, and State regul atory
agenci es.

B. System O&M Describe the concerns and indicate those with the
greatest inmpact. Investigate infiltration and inflow, managenent
adequacy, inefficient designs, and problemelimnation prior to adding
addi ti onal capacity.

C. Gowth. Describe the reasonable growh capacity that is necessary
to nmeet needs during the planning period. Facilities proposed to be
constructed to neet future growth needs should generally be supported by
addi ti onal revenues. Consideration should be given to designing for
phased capacity increases. Provide nunmber of new custoners comitted to
this project.

ALTERNATI VES CONSI DERED. This section should contain a description of the

reasonabl e alternatives that were considered in planning a solution to neet
the identified need. The description should include the follow ng information
on each alternative

A. Description. Describe the facilities associated with the
alternative. Describe all feasible wastewater treatnent technol ogies
and provi de conparison of such. Also, describe collection facilities.
A feasible alternative may be a conbination of central facilities and
management of on-site facilities or only the latter

B. Design criteria. State the design paraneters used for eval uation
pur poses. These paraneters nust follow the criteria established in RD
I nstruction 1942-A

C. Mp. Schematic |ayout.

D. Environnmental inpacts. Do not duplicate the information in the
applicant's subnmittal of environmental information. Describe unique
direct and indirect inmpacts on floodplains, wetlands, other inportant
| and resources, endangered species, historical and archaeol ogi ca
properties, etc., as they relate to a specific alternative. FnHA nust
conduct an environmental assessment prior to project approval.
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E. Land requirenents. ldentify sites and easenents required. Further
speci fy whether these properties are currently owned, to be acquired, or
| eased.

F. Construction problens. Discuss concerns such as subsurface rock
hi gh water table, Iimted access, or other conditions which may affect
cost of construction or operation of facility.

G Cost estimates (Separate estimtes for collection and treatnent).

1. Construction.

2. Non-Construction and Qher Projects.

3. Annual Operation and Mi ntenance.

4. Present Worth, based on Federal discount rates.

H.  Advant ages/ di sadvant ages. Describe the specific alternative's
ability to meet the owner's needs within its financial and operationa
resources, conply with regulatory requirenents, conpatibility with

exi sting conprehensive area_w de devel oprment pl ans, and satisfy public
and environmental concerns. A matrix rating systemcould be useful in
di spl ayi ng the information.

VI. PROPOSED PRQJECT (RECOMMENDED ALTERNATIVE). This section should contain
a fully devel oped description of the proposed project based on the prelimnary
description under the evaluation of alternatives. At least the follow ng

i nformation should be included:

A.  Project design.

1. Treatment. Describe process in detail and identify |ocation of
pl ant and site of any discharges.

2. Pumping Stations. ldentify size, type, site location and any
speci al power requiremnents.

3. Collection System Layout. Identify general |ocation of line
i mprovenents: |engths, sizes and key conponents.

4. Hydraulic Calculations. This information should provide
sufficient detail in a tabular format to deternine conpliance with
FmHA design requirements. Autonation tools nmay be used by the
engi neer. The submittal should include a map with a list of
manhol es and pi pes and the associated characteristics, such as

el evation of inverts, pipe dianeter, pipe segment length, etc.
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B. Cost estimate. Provide an itenized estinmate of the project cost
based on the anticipated period of construction. Include devel opnent
and construction, land and rights, |egal, engineering, interest,

equi prent, contingencies, refinancing, and any other costs associ ated
with the proposed project. (For projects containing both water and
wast e di sposal systens, provide a separate cost estimte for each
system)

C. Annual operating budget.

1. Inconme. Provide a rate schedule. Project income realistically,
based on user billings, wastewater treatmnment contracts, and other
sources of income. |In the absence of other reliable information,

for budget purposes, base wastewater generation on 60 gallons per
capita per day, or 150 gall ons per residential_sized connection per
day, or 4,500 gallons per residential_sized connection per nonth.
VWhen | arge users are projected, the report should include facts to
substantiate such projections and eval uate the inpact of such users
on the economc viability of the project. The nunber of users
shoul d be based on equivalent dwelling units, which is the I evel of
service provided to a typical rural residential dwelling.

2. Operations and Maintenance Costs. Project costs realistically.
In the absence of other reliable data, base on actual costs of other

existing facilities of simlar size and conplexity. |Include facts
in the report to substantiate operation and nai nt enance cost
estimates. Include salaries, wages, taxes, accounting and auditing

fees, legal fees, interest, utilities, gasoline, oil and fuel
i nsurance, repairs and nai ntenance, supplies, chem cals, office
supplies and printing, and m scel | aneous.

3. Capital Inprovenents.

4. Debt Repaynents. Describe existing and proposed project
financing fromall sources. All estimates of FrmHA fundi ng shoul d be
based on | oans, not grants. FmHA will evaluate the proposed project
for the possible inclusion of FrHA grant funds.

5. Reserve. Unless otherwi se required by State statute establish
at one-tenth (1/10) of annual debt repayment requirenent.

VI1. CONCLUSI ONS AND RECOMIVENDATI ONS. Provide any additional findings and
recomendati ons that should be considered in devel opnent of the project. This
may i nclude recomrendati ons for special studies, highlight the need for
speci al coordi nation, a recomrended plan of action to expedite project

devel opnent, etc.

(0]0)
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PRELI M NARY ENG NEERI NG REPORT

SOLI D WASTE DI SPOSAL SYSTEMS

I. GENERAL. A Prelimnary Engineering Report should clearly describe the
owner's present situation, analyze alternatives, and propose a specific course
of action, froman engi neering perspective. The level of effort required to
prepare the report and the depth of analysis within the report are
proportional to the size and conplexity of the proposed project. Farmers Hone
Admi ni stration projects nust be nbdest in design, size and cost, and
constructed and operated in an environnentally responsible nmanner. The

foll owi ng shoul d be used as a guide for the preparation of Prelininary

Engi neering Reports for FmHA financed solid waste disposal facilities.

1. PRQIECT PLANNI NG AREA. Describe the area under consideration. The
project planning area may be | arger than the service area determ ned to be
econom cally feasible. The description should include information on the
fol |l owi ng:

A.  Location. Maps, photographs, and sketches. These nmaterials should
i ndi cate |l egal and natural boundaries, nmajor obstacles, etc.

B. Environnmental resources present. Maps, photographs, studies and
narrative. These materials should provide information on the |ocation
and significance of inmportant |and resources (farm and, rangel and,
forestl and, wetlands and 100/500 year floodplains) historic sites,
endangered species/critical habitats, etc., that nust be considered in
proj ect planning.

C. Gowth areas and population trends. Specific areas of concentrated
growm h should be identified. Population projections for the project

pl anni ng area and concentrated growth areas should be provided for the
proj ect design period. These projections should be based on historica
records with justification fromrecognized sources.

[11. EXISTING FACILITIES. Describe the existing facilities, including at
| east the follow ng informtion:

A. Location map. Provide a schematic |ayout and general service area
map (may be identified on project planning area maps).

B. History.

C. Condition of facilities. Describe present condition and suitability
for continued use and any existing central facilities used for

col l ection, storage, and disposal. Also, describe conpliance with
appl i cabl e Federal and State requirenents.
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V.

D. Financial status of any operating central facilities. Provide

i nformati on regarding rate schedul es, annual operating and mai nt enance
cost (O&M), tabulation of users by nonthly usage categories and revenue
received for last three fiscal years. Gve status of existing debts and
required reserve accounts.

NEED FOR PRQJECT. Describe the needs in the follow ng order of priority:

A. Health and safety. Describe concerns and include rel evant
regul ati ons and correspondence fronfto Federal, and State regul atory
agenci es.

B. System O&M Describe the concerns and indicate those with the
greatest inpact. Investigate managenent adequacy, inefficient designs,
and problemelinmnation prior to addi ng additional capacity.

C. Gowth. Describe the reasonable growh capacity that is necessary
to nmeet needs during the planning period. Facilities proposed to be
constructed to neet future growth needs should generally be supported by
addi ti onal revenues. Consideration should be given to designing for
phased capacity increases. Provide nunmber of new custoners comitted to
this project.

ALTERNATI VES CONSI DERED. This section should contain a description of the

reasonabl e alternatives that were considered in planning a solution to neet
the identified need. The description should include the follow ng information
on each alternative

A. Description. Describe the facilities associated with the
alternative, including collection, storage and di sposal facilities.

B. Design criteria. State the design paraneters used for eval uation
pur poses. These paraneters nust follow the criteria established in RD
I nstruction 1942-A

C. Mp. Schematic |ayout.

D. Environnmental inpacts. Do not duplicate the information in the
applicant's subnmittal of environmental information. Describe unique
direct and indirect inmpacts on floodplains, wetlands, other inmportant
| and resources, endangered species, historical and archaeol ogi ca
properties, etc., as they relate to a specific alternative. FnHA nust
conduct an environmental assessment prior to project approval.

E. Land requirenents. ldentify sites and easenents required. Further
speci fy whether these properties are currently owned, to be acquired, or
| eased.
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F. Construction problens. Discuss concerns such as subsurface rock
hi gh water table, Iimted access, or other conditions which may affect
cost of construction or operation of facility.

G Cost estinmmtes.

1. Construction.

2. Non-Construction and G her Projects.

3. Annual Operation and Mi ntenance.

4. Present Wrth, based on Federal discount rates.

H.  Advant ages/ di sadvant ages. Describe the specific alternative's
ability to meet the owner's needs within its financial and operationa
resources, conply with regulatory requirenents, conpatibility with

exi sting conprehensive area_w de devel oprment pl ans, and satisfy public
and environmental concerns. A matrix rating systemcould be useful in
di spl ayi ng the information.

PROPOSED PRQIECT ( RECOMMENDED ALTERNATIVE). This section should contain

a fully devel oped description of the proposed project based on the prelimnary
description under the evaluation of alternatives. At least the follow ng
i nformation should be included:

A. Project design.

1. Collection. Describe process in detail and identify quantities

of material, length of transport, and any special handling

requi renents. Describe equi prent required and plans for equi pnent
rotation.

2. Storage. |If any, identify size, type and site location

3. Disposal System Describe process in detail and identify permt
requi renents, quantities of material, recycling processes, |location
of plant and site of any process di scharges.

B. Cost estimate. Provide an itenized estinmate of the project cost
based on the anticipated period of construction. Include devel opnent
and construction, land and rights, |egal, engineering, interest,

equi prent, contingencies, refinancing, and any other costs associ ated
wi th the proposed project.
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C. Annual operating budget.

1. Inconme. Provide a rate schedule. Project income realistically,
based on user billings, disposal contracts and other sources of

i ncome. \When large users are projected, the report should include
facts to substantiate such projections and eval uate the inmpact of
such users on the economic viability of the project.

2. Operations and Maintenance Costs. Project costs realistically.
In the absence of other reliable data, base on actual costs of other

existing facilities of simlar size and conplexity. |Include facts
in the report to substantiate operation and nai nt enance cost
estimates. Include salaries, wages, taxes, accounting and auditing

fees, legal fees, interest, utilities, gasoline, oil and fuel
i nsurance, repairs and nai ntenance, supplies, chem cals, office
supplies and printing, and m scel | aneous.

3. Capital Inprovenents.

4. Debt Repaynents. Describe existing and proposed project
financing fromall sources. All estimates of FmHA fundi ng shoul d be
based on | oans, not grants. FmHA will evaluate the proposed project
for the possible inclusion of FrHA grant funds.

5. Reserve. Unless otherwi se required by State statute establish
at one-tenth (1/10) of annual debt repayment requirenent.

V1. CONCLUSI ONS AND RECOMIVENDATI ONS. Provide any additional findings and
recomendati ons that should be considered in devel opnent of the project. This
may i nclude recomrendati ons for special studies, highlight the need for
speci al coordi nation, a recomrended plan of action to expedite project

devel opnent, etc.

(0]0)
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PRELI M NARY ENG NEERI NG REPORT

STORM WASTE- WATER DI SPOSAL

I. GENERAL. A Prelimnary Engineering Report should clearly describe the
owner's present situation, analyze alternatives, and propose a specific course
of action, froman engi neering perspective. The level of effort required to
prepare the report and the depth of analysis within the report are
proportional to the size and conplexity of the proposed project. Farmers Hone
Admi ni stration projects nust be nbdest in design, size and cost, and
constructed and operated in an environnentally responsible nmanner. The

foll owi ng shoul d be used as a guide for the preparation of Prelininary

Engi neering Reports for FmHA financed stormwater facilities.

1. PRQIECT PLANNI NG AREA. Describe the area under consideration. The
project planning area may be | arger than the service area determ ned to be
econom cally feasible. The description should include information on the
fol |l owi ng:

A.  Location. Maps, photographs, and sketches. These nmaterials should
i ndi cate |l egal and natural boundaries, nmajor obstacles, elevations, etc.

B. Environnmental resources present. Maps, photographs, studies and
narrative. These materials should provide information on the |ocation
and significance of inmportant |and resources (farm and, rangel and,
forestl and, wetlands and 100/500 year floodplains) historic sites,
endangered species/critical habitats, etc. that nmust be considered in
proj ect planning.

C. Gowth areas and population trends. Specific areas of concentrated
growm h should be identified. Population projections for the project

pl anni ng area and the concentrated grow h areas should be provided for
t he project design period. These projections should be based on
historical records with justification fromrecognized sources.

[11. EXISTING FACILITIES. Describe the existing facilities, including at
| east the follow ng informtion:

A. Location map. Provide a schematic |ayout and general service area
map (may be identified on project planning area maps).

B. History.

C. Condition of facilities. Describe present condition and suitability
for continued use. Also, describe conpliance with applicable Federa
and State requirenents.
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V.

D. Financial status of any operating facilities. Provide information
regardi ng annual operating and nai ntenance cost and revenue received for
last three fiscal years. Gve status of existing debts and required
reserve accounts.

NEED FOR PRQJECT. Describe the needs in the follow ng order of priority:

A. Health and safety. Describe concerns and include rel evant
regul ati ons and correspondence fronfto Federal, and State regul atory
agenci es.

B. System O&M Describe the concerns and indicate those with the
greatest inpact. Investigate managenent adequacy, inefficient designs,
and problemelinmnation prior to addi ng additional capacity.

C. Gowth. Describe the reasonable growh capacity that is necessary
to nmeet needs during the planning period. Facilities proposed to be
constructed to neet future growth needs should generally be supported by
addi ti onal revenues. Consideration should be given to designing for
phased capacity increases.

ALTERNATI VES CONSI DERED. This section should contain a description of

t he reasonabl e alternatives that were considered in planning a solution to
nmeet the identified need. The description should include the follow ng
i nformation on each alternative:

A. Description. Describe the facilities associated with the
alternative. Also, describe collection, storage and disposa
facilities.

B. Design criteria. State the design paraneters used for eval uation
pur poses. These paraneters nust follow the criteria established in RD
I nstruction 1942-A

C. Mp. Schematic |ayout.

D. Environnmental inpacts. Do not duplicate the information in the
applicant's subnmittal of environmental information. Describe unique
direct and indirect inmpacts on floodplains, wetlands, other inmportant
| and resources, endangered species, historical and archaeol ogi ca
properties, etc., as they relate to a specific alternative. FnHA nust
conduct an environmental assessment prior to project approval.

E. Land requirenents. ldentify sites and easenents required. Further
speci fy whether these properties are currently owned, to be acquired or
| eased.

F. Construction problens. Discuss concerns such as subsurface rock
high water table, Iimted access, or other conditions which may affect
cost of construction or operation of facility.




Vi .

RD | nstruction 1942-A
(Qui de 10) (Page 3)
G Cost estimmtes.

1. Construction.

2. Non-Construction and G her Projects.

3. Annual Operation and Mi ntenance.

4. Present Wrth, based on Federal discount rates.

H.  Advant ages/ di sadvant ages. Describe the specific alternative's
ability to meet the owner's needs within its financial and operationa
resources, conply with regulatory requirenents, conmpatibility with

exi sting conprehensive area_w de devel oprment pl ans, and satisfy public
and environmental concerns. A matrix rating systemcould be useful in
di spl ayi ng the information.

PROPOSED PRQIECT ( RECOMMVENDED ALTERNATIVE). This section should contain

a fully devel oped description of the proposed project based on the prelimnary
description under the evaluation of alternatives. At least the follow ng
i nformation should be included:

A. Project design.

1. Collection Layout. ldentify general |ocation of |ine
i mprovenents: |engths, sizes and key conponents.

2. Pumping Stations. ldentify size, type, site location and any
speci al power requiremnents.

3. Storage. Ildentify size, type and site |location

4. Treatnent, if required. Describe process in detail and identify
| ocation of plant and site of any process discharges in addition to
storm wat er.

5. Hydraulic Calculations. This information should provide
sufficient detail in a tabular format to deternine conpliance with
FmHA design requirements. FnHA may use autonation tools to eval uate
coll ection and storage systens. The submittal should include a nap
with a list of inlets and pipes and the associated characteristics,
such as elevation of inverts, pipe dianeter, pipe segnent |ength,
reservoir elevation, etc.

B. Cost estimate. Provide an itenized estinmate of the project cost
based on the anticipated period of construction. Include devel opnent
and construction, land and rights, |legal, engineering, interest,

equi prent, contingencies, refinancing, and any other costs associ ated
wi th the proposed project.
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C. Annual operating budget.

1. Inconme. Project income realistically.

2. Operations and Maintenance Costs. Project costs realistically.
In the absence of other reliable data, base on actual costs of other

existing facilities of simlar size and conplexity. Include facts
in the report to substantiate operation and nai nt enance cost
estimates. Include salaries, wages, taxes, accounting and auditing

fees, legal fees, interest, utilities, gasoline, oil and fuel
i nsurance, repairs and nai ntenance, supplies, chem cals, office
supplies and printing contracts, and m scel | aneous.

3. Capital Inprovenents.

4. Debt Repaynents. Describe existing and proposed project
financing fromall sources. All estimates of FrmHA fundi ng shoul d be
based on | oans, not grants. FmHA will evaluate the proposed project
for the possible inclusion of FmHA grant funds.

5. Reserve. Unless otherwi se required by State statute establish
at one-tenth (1/10) of annual debt repayment requirenent.

VI1. CONCLUSI ONS AND RECOMVENDATI ONS. Provide any additional findings and
recomendati ons that should be considered in devel opnent of the project. This
may i nclude recomrendati ons for special studies, highlight the need for
speci al coordi nation, a recomrended plan of action to expedite project

devel opnent, etc.
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DAI LY | NSPECTI ON REPORT
Job No.
(1)
Borrower | nformation
Dat e
Nanme
Report No.__
Street County State Zip (2)
Project Information
Type of Project Proj ect Location
Contractor(s) Name Super i nt endent

Weat her Condi tions

Description of Wbrk Acconplished

Items of Interest Cccurred

Del ays or Work Restraining Oders

Change Orders

Addi ti onal Remarks

(I'ncl ude probl ens, delays and controversi es on orders)

Resi dent | nspect or
BY

Note to Resident |nspector:

The original Daily Inspection Report shall be submitted to the borrower at

i nterval s not exceeding one (1) week with copies of the report furnished the
proj ect engi neer, Contractor(s), and FmHA District Director

(1) Assigned by FnHA
(2) Assigned by Resident Inspector in consecutive order beginning with No. 1.

0o
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MEMORANDUM OF UNDERSTANDI NG
BETWVEEN
THE ECONOM C DEVELOPMENT ADM NI STRATI ON -
DEPARTMENT OF COMVERCE
AND
THE FARMERS HOVE ADM NI STRATI ON -
DEPARTMENT OF AGRI CULTURE
PERTAI NI NG TO
EDA PUBLI C WORKS PRQJECTS ASSI STED BY AN FHA LOAN

I | NTRODUCTION. I n order to provide efficient service to Grantee/
Borrowers, elimnate duplication of effort, and reduce adm nistrative costs
during the construction of projects jointly financed by a grant fromthe
Econoni ¢ Devel opment Adm nistration and a | oan fromthe Farmers Home

Admi ni stration, EDA Area Directors and FHA State Directors are authorized to
enter into Project Managenent Agreenents, as they deem appropriate, covering

t he project construction phase. Projects involving an EDA suppl ementary grant
to an FHA grant are covered under a separate Menorandum

Il GENERAL.

A Prior to authorizing advertisement for bids, it is the
responsibility of each agency to assure the other that all approval conditions
have been net.

B The total project cost for the purpose of this Menmorandum wil |
i nclude only those costs eligible for EDA financial assistance.

C Any changes in location, scope, line itens or cost of the project
shal | be approved by both EDA and FHA.

D Al'l construction contracts for project work financed in any part by
EDA shall contain binding provisions for paynent of prevailing wage rates as
determ ned by the Secretary of Labor in accordance with the Davis-Bacon Act,
as anended (40 USC 267a - 276a-5).

E Certifications:
1. EDA will obtain required certifications fromthe Federa

Water Pollution Control Adm nistration under Section 106 of Public Law
89- 136.
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2. FHA will be responsible for assuring that the applicant has
obtained the required certifications fromthe State Water Poll ution
Control Agency under Section 306(a) (9&10) of the Consolidated Farnmners
Hone Admi nistration Act of 1961 (Public Law 87-128, as amended).

F Al'l bidders and subcontractors nmust sign certifications of
conpliance with Executive Order 11246 (EDA Forns 119 and 120).

11 SUGGEESTED | TEMS FOR I NCLUSION I N A PROJECT MANAGEMENT AGREEMENT.

A EDA wi Il have primary responsibility for managi ng the project during
t he construction phase.

B The EDA Area Office will notify the FHA State Director of the date,
time and | ocation of the Planning Conference.

C FHA wi Il be represented at the Pl anni ng Conference.

D EDA wi Il obtain FHA concurrence of the approval of final plans,
speci fications and bid docunents.

E EDA will notify FHA of the date of advertising for construction
bi ds.

F EDA will notify FHA of the date, time and | ocation of bid opening.
G FHA wi Il be represented at the bid opening.

H Both EDA and FHA will concur in the awardi ng of construction
contracts.

I EDA will notify FHA of the date, time and | ocation of the Pre
Construction Conference.

J EDA will notify FHA of the date of start of construction.

K EDA will notify FHA of any unusual problens which may be encountered
during the construction phase.
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L FHA wi Il concur on the progress of construction and fina
i nspection. EDA will furnish FHA with copies of Progress Reports and will
permt FHA to make any additional inspections necessary in connection with the
FHA | oan.

M EDA will advise the State Director of the date and tinme of fina
i nspection. Such inspection will be conducted by both EDA and FHA

N The FHA County Supervisor will establish an FHA Supervi sed Bank
Account for the Grantee/Borrower and will be responsible for disbursement of
both the EDA grant funds and FHA | oan funds.

a EDA will be responsible for tinmely deposits of the grant
funds. However, since EDA grant funds are not rmade available until al
construction contracts have been awarded, and then only for project

costs incurred, it is recognized that some, if not all, of the FHA | oan
funds may be disbursed before receipt of any or all of the EDA grant
funds.

b Funds will be disbursed only on certification of the EDA

field engi neer of "Costs incurred to date."

0] Final determination of the eligibility of costs incurred will be
made by EDA after conpletion of the project and final audit. The EDA Area
Ofice will furnish the FHA State Director a copy of any EDA audit findings.

IV  Services performed by either agency for the other shall be w thout cost
to the ot her agency.

FOR THE FOR THE

ECONOM C DEVEL OPMENT FARMERS HOVE

ADM NI STRATI ON ADM NI STRATI ON

[s/ Ross Davis [s/ Howard Bertsch
Assi stant Secretary for Admi ni strat or

Econoni ¢ Devel opnent

August 27, 1968 Cct ober 11, 1968
Dat e Dat e

(0]0 )
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MEMORANDUM OF UNDERSTANDI NG
BETWVEEN
THE ECONOM C DEVELOPMENT ADM NI STRATI ON -
DEPARTMENT OF COMVERCE
AND
THE FARMERS HOVE ADM NI STRATI ON -
DEPARTMENT OF AGRI CULTURE
REGARDI NG
SUPPLEMENTARY GRANT ASSI STANCE FOR THE CONSTRUCTI ON OF
PUBLI C WORKS AND DEVELOPMENT FACI LI TI ES

I | NTRODUCT1 ON.

1 Section 101 of the Public Wrks and Econoni c Devel opment Act of
1965 (Public Law 89-136, as anmended) authorizes the Secretary of Comerce to
make direct grants, grants supplenmentary thereto, and grants supplenmentary to
basi c grants from other Federal programs. Notwithstanding any requirenent
that may otherw se be applicable to the Federal programinvol ved,
suppl enentary grants shall be used for the sole purpose of increasing the
Federal contribution to specific projects in eligible areas under such
programs above the fixed maxi mum portion of the cost of such project otherw se
aut horized by the applicable law, but in no event shall the non-Federal share
of the aggregate cost of any project be |less than 20 percent of such cost.

2 In determ ning the amount of any supplenentary grant available to
any project, consideration will be given to the (a) relative needs of the
area, (b) the nature of the project to be assisted, and (c) the anpbunt of such
fair user charges or other revenues as the project may reasonably be expected
to generate in excess of those which would anortize the |ocal share of initia
costs and provide for its successful operation and nmai ntenance (incl uding
depreci ati on).

Il PROIECTS RECEI VI NG A BASI C GRANT FROM THE FARMERS HOVE ADM NI STRATI ON
UNDER THE CONSOLI DATED FARVERS HOVE ADM NI STRATI ON ACT OF 1961 (Public Law 87-
128, as anended):

1 If an area qualifies under Public Law 89-136, as anended, for a
maxi mum grant rate in excess of the fixed maxi mum portion authorized under
Public Law 87-128, as anended, for devel opnent costs, as defined in Section
306(a) (4) (A of that Act, the applicant may request additional grant funds
fromthe Econonic Devel opnment Adm nistration to supplement the basic grant
requested fromthe Farmers Hone Adninistration. Total Federal participation
may not exceed the maxi mum grant rate established by EDA for the area in which
the project is |ocated.
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2 If the anpbunt of grant assistance requested fromFHA is avail able
and the project appears approvable, the FnHA State Office will refer the
applicant to the appropriate EDA Area Ofice to discuss the proposed project
and the need for supplenmentary grant assistance.

3 At the time EDA decides it will consider the project for a
suppl enentary grant, it will advise FHA and furnish the applicant with EDA
application fornms, together with pertinent instructions, and advise the
applicant to show on these forns the anpunt of the basic grant being requested
fromFHA. The met hod of financing and project costs shown on both the FHA
application and the EDA application nust be identical

4 Prior to EDA approval of a supplementary grant, FHA will provi de EDA
with the follow ng statenents:

a That the estimated cost of the project is reasonable and
that the requested basic grant and the supplenentary grant, together
with the funds to be supplied by the applicant, are, in FnHA' s judgment,
sufficient to conplete the project.

b That the funds to be supplied by the applicant are
avail abl e or that FHA is reasonably satisfied that the applicant has the
capability of supplying such funds.

c That FHA is reasonably satisfied that the applicant wll
provi de sufficient operating funds to assure the successful and
continuing operation of the facility.

d That adequat e saf eguards have been established to elimnate
the possibility of the supplenentary grant exceeding the authorized
percentage relationship to the total cost of the project.

e That the amount of the supplementary grant will be reduced
to the extent actual costs of a project fall below estimated costs;
however, the savings in such cases may be applied to a proportionate
reducti on of the supplenentary grant and basic grant when necessary to
conformto linmtations inmposed by statute.

f That the amount of the FHA grant for the particul ar project
is as great as would have been approved in the absence of the
suppl enentary grant. |If the basic grant is less than the 50% maxi hum
portion authorized under Public Law 87-128, as amended, FHA will include
a statenent certifying that grant funds uncommitted for its current
fiscal year are insufficient to pernit approval of the maxi mum
aut horized portion.
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g That the construction contract(s) for project work will
contai n binding provisions for payment of prevailing wage rates as
determ ned by the Secretary of Labor in accordance with the Davi s-Bacon
Act as anended, (40 USC 276a - 276a-5).

5 If EDA will not nake a supplenentary grant, it will advise FHA and
t he applicant accordingly.

6 Prior to approval of the supplenentary grant, EDA will obtain from
t he applicant and substantial beneficiaries, if any, executed assurances of
conpliance with the regulations of Title 15, Subtitle A, Part 8, of the Code
of Federal Regul ations issued by the Department of Commerce in effectuation of
Title VI of the Gvil R ghts Act of 1964. EDA will al so obtain executed
Certificates of Non-Relocation fromthe applicant and substanti al
benefici aries, where applicable.

7 VWhen EDA approves a supplenentary grant, it will informFHA of such
approval and will take imediate steps to transfer the funds to the U S.
Treasury account of the Farners Home Administration on Standard Form 1151. At
the sane tine, EDA will informthe applicant that an EDA suppl ementary grant
has been authorized, and that the EDA Grant Ofer, together with the terns and
conditions of the EDA Offer, will be transmitted to the applicant by FHA

8 FHA will tender the EDA Grant Offer within a sufficient period of
time to all ow acceptance of the offer before the end of the fiscal year within
whi ch the EDA project has been approved. The FHA State Director will notify
the EDA Area Director immediately upon receipt of acceptance of the offer.

9 After acceptance of the EDA grant offer, FHA will assume full
responsibility for the supervision of the project and di sbursenent of the
grant funds.

10 FHA wi Il supply the EDA Area Ofice at reasonable intervals with
progress reports on the project and advise the Area O fice whenever unusual
probl ems are encountered. The EDA Area Ofice will advise the FHA State
Ofice of the reports needed.

11 FHA will comply with the reporting requirenents for transferred
funds as outlined in Economic Devel opment Menmorandum 2.03-7, "Reporting of
Funds Transfers by Participating Agencies," a copy of which is attached
her et o.
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12 Shoul d an EDA | oan al so be involved, FHA will, upon request of EDA,
furnish a current construction status report to EDA at the tine | oan advances
are requested and at the time of the loan closing. FHA will notify the EDA
Area Ofice when final inspection is to take place and pernit an EDA
representative to be present at the final inspection. Also, FHA will, upon
request of the EDA Area Ofice, permit an EDA representative to inspect the
project during construction where such inspection is necessary in connection
with the | oan.

13 FHA wi Il advise EDA of the conpletion of the project and subnit a
final report on the costs of the project in sufficient detail to permt a
reasonabl e revi ew of expenditures.

14 Si nce maxi mum use of |ocal labor in construction of the project
will facilitate attainment of the objectives of the Public Wrks and Econonic
Devel opnent Act of 1965, this matter should be given consideration in
arrangenents with all contractors retained in connection wth project
construction.

FOR THE FOR THE

ECONOM C DEVEL OPMENT FARMERS HOVE

ADM NI STRATI ON ADM NI STRATI ON

[s/ Ross D. Davis [s/ Howard Bertsch
Assi stant Secretary for Admi ni strat or

Econoni ¢ Devel opnent

August 27, 1968 Cct ober 11, 1968
Dat e Dat e

Attachment 1
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UNI TED STATES OF AMERI CA
DEPARTMENT OF COMVERCE
ASSI STANT SECRETARY AND DI RECTOR OF ECONOM C DEVELOPMENT
MANUAL OF ECONOM C DEVELOPMENT ORDERS

ECONOM C DEVELOPMENT ORDER 2. 03-7

SUBJECT
REPORTI NG OF FUND TRANSFERS BY PARTI Cl PATI NG AGENCI ES
REFERENCES EFFECTI VE DATE: __ 3-3-67__
SUPPLEMENT:
SUPERSEDES: MEDO Menor andum
2.03-7, "Reporting by Partici-
pati ng Agencies," dated
August 1, 1966
APPROVED
Chi ef , Accounting Division Director, Ofice of Administration
Sect i on Section Title Page
1 PUrpose-----------m i 1
2 General ---------- 2
3 Transfers of Supplenentary Grant Funds------------ 2
4 Transfers of Funds for Administrative Support, and for
Specific Projects or Studies Pertaining to Techni cal
Assi stance, Managenent, or Research---------------- 3
5 Mailing Address for Reports------------------------ 4
6 Effect on OGher Oders----------------------------- 4

SECTION 1. PURPOSE

The purpose of the Order is to prescribe reporting requirenents which
must be included in all agreenents to advance funds to other Federal
agenci es for:

a. Suppl enentary grants.
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2.03-7 b

b. Technical assistance and managenent research projects and/or
st udi es.

c. Support activity (admnistrative and operating expenses).

SECTI ON 2. GENERAL

This Order, which provides a schedul e showi ng financial reporting

requi renents, shall be nade a part of each agreement to transfer funds
to anot her agency for the purposes listed in Section 1. Performng
agenci es need not submit reports for work perfornmed on a reinbursable
basis if EDAis billed nonthly and bills are received by the tenth of
the following nonth. Such billings will suffice as a source of accrued
expendi t ure dat a.

SECTI ON 3. TRANSFERS OF SUPPLENMENTARY GRANT FUNDS

.01 SF-1151, "Nonexpenditure Transfer Authorization":

SF-1151, "Nonexpenditure Transfer Authorization," wll be
used for transfers of supplenentary grant funds.

.02 Required Reports:

The followi ng reports shall be required in all agreements involving
transfers of supplenentary grant funds:

a. Monthly Reports due by the tenth day after the end of the
nmont h showi ng cumul ative totals, first by appropriation, and
then by projects thereunder, of:

(1) Obligations.
(2) Accrued expenditures.
(3) Cash disbursenents.

Esti mated amounts nay be reported for obligations and accrued
expendi tures, but actual amounts which agree with the SF-224
"Statement of Transactions," must be reported for cash

di sbursements. Attached as Exhibit 1 is the suggested formfor the
nmont hly report.
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Quarterly Report on SF-133, "Report of Budget Status," due
by the 15th day after the end of the quarter, supported by a
schedul e showi ng by project:

(1) Obligations.
(2) Accrued expenditures.

(3) Cash disbursenents in agreement with those reported on
the SF-224, "Statement of Transactions."

NOTE: A supporting schedule for SF-133 will not be
required if the monthly report shows actual obligations

and accrued expenditures.

Annual Reports, as foll ows:

(1) SF-220, "Statement of Financial Condition," as
required by Treasury Circular No. 966, due by September 20
for the year ending June 30.

(2) Treasury Form BA-R 2108, as required by Treasury
Circular No. 965, due by September 20 for the year ending
June 30.

(3) Report on Federal grants-in-aid to States and paynents
to individuals, as required by Treasury Circular No. 1014,
due by September 20 for the year ending June 30.

(4) Report to be subnmitted by May 31, showi ng estimated
unobligated funds as of June 30. Upon receipt of the
report, the Accounting Division will make a determination
as to disposal of the unobligated funds.

TRANSFERS OF FUNDS FOR ADM NI STRATI VE SUPPORT, AND FOR SPECI FI C

PROJECTS OR STUDI ES PERTAI NI NG TO TECHNI CAL ASSI STANCE, MANAGEMENT, OR

RESEARCH

.01

(1- 15- 79)

Use of SF-1081, "Voucher and Schedul e of Wthdrawal s and
Credits":

SF-1081 will be used for transfers of funds for administrative
support and for specific projects or studies pertaining to
techni cal assistance, nanagenment, or research

SPECI AL PN
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2.03-0 4.02

.02 Requi red Reports

The followi ng reports shall be required in agreenents involving
transfers of funds for the purposes cited in paragraph 4.01:

a. Monthly Report, due by the 10th day after the end of
the month, listing estimated accrued expenditures by
appropriation and projects thereunder.

b. Quarterly Report, due by the 15th day after the end of
the quarter, listing actual accrued expenditures by
appropriation and projects thereunder.

C. Annual Report, due by May 31, show ng estinmated
unobligated funds as of June 30. Upon receipt of the
report, the Accounting Division will make a determination
as to disposal of the unobligated funds.

SECTION 5. NAILING ADDRESS FOR REPORTS

Agenci es should mail the reports required in this Order to the follow ng
address:

Chi ef , Accounting Division

O fice of Administration

Econoni ¢ Devel opnent Adm ni stration
U. S. Department of Commrerce

Washi ngton, D.C. 20230

SECTION 6. EFFECT ON OTHER ORDERS

This Order supersedes MEDO Mermorandum 2. 03-7, "Reporting by
Participating Agencies," dated August 1, 1966, and any ot her
i nstructions which may be in conflict with its provisions.

| NDEX CHANGE

Change M 2.03-7 to 2.03-7 (page 20)

Exhibit 1
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UNI TED STATES DEPARTMENT OF AGRI CULTURE
Farmers Home Administration
LEGAL SERVI CES AGREENMENT
Thi s agreement made this day of ,
19 bet ween
(sponsors) (organi zing comm ttee) (Name of organization)
hereinafter referred to as "Omers," and ,
attorney at |aw, of , hereinafter referred
to as "Attorney":
WHEREAS, Owners are intending to (have forned)
("public water supply
district,” "public service district," "not for profit corporation," or
, a
ot her official designation) ("body politic,"™ "municipa
corporation,” "nonprofit corporation," or other organization)

in

under the provisions of

County

(Cite statute(s) under which applicant will be

; and

or gani zed)

to organi ze and incorporate said

WHEREAS, the Attorney agrees to performall |egal services necessary

under the provisions of

(1-15-79) SPECIAL PN
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said statutes and to performall other customary |egal services necessary

to the organi zation, financing, construction, and initial operation of

a

syst em

W TNESSETH

That for and in consideration of the nutual covenants and proni ses between

the parties hereto, it is hereby agreed:

SECTION A - LEGAL SERVI CES

That the Attorney will perform such services as are necessary to

acconpl i sh the above recited objectives including, but not limted to, the

fol | owi ng:

1

Preparation and filing of petition for incorporation and

supervi sion and assistance in the taking of such other actions as
may be necessary or incidental to cause the Omers to become duly
organi zed and incorporated and to be authorized to undertake the
proposed system

Furni sh advi ce and assi stance to the governing body of the duly

i ncor porated association in connection with (a) the notice for and
conduct of meetings; (b) the preparation of mnutes of meetings; (c)
t he preparati on and enactnment of such resol utions as may be
necessary in connection with the authorization, financing,
construction, and initial operation of the system (d) the
preparation of such affidavits, publication notices, ballots,
reports, certifications, and other instrunents and advice as may be
needed in the conduct of such bond el ections as may be necessary;
(e) the preparation and conpl etion of such bonds or other
obligations as may be necessary to finance the system (f) the

conpl eti on and execution of documents for obtaining a | oan nade or
insured or a grant made by the United States of Anerica, acting

t hrough the Farmers Hone Adm nistration, U S. Departnent of
Agriculture; (g) entering into construction contracts; (h)
preparati on and adoption of By-Laws, Rules and Regul ations, and rate
schedul es; (i) such other corporate action as may be necessary in
connection with the financing, construction, and initial operation
of the system
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Revi ew of construction contracts, bid-letting procedure, and
surety and contractual bonds in connection therewth.

Preparation, negotiation, or review of contract with a city or
ot her source of water supply when necessary.

Preparati on, where necessary, and revi ew of deeds, easements and
ot her rights-of-way docunments, and other instruments for sites for
source of water supply, punping stations, treatment plants, and
other facilities necessary to the systemand to provi de conti nuous
rights-of-way therefor; rendering title opinions with reference
thereto; and providing for the recordation thereof.

ot ai n necessary pernits and certificates fromcounty and

muni ci pal bodies, from State regul atory agenci es, and from ot her
public or private sources with respect to the approval of the
system the construction and operation thereof, pipeline crossings,
and the |ike.

Cooperate with the engi neer enpl oyed by Oamers in connection
with preparation of tract sheets, easements, and ot her necessary
title documents, construction contracts, water supply contracts,
health permits, crossing permts, and other instrunents.

VWhen applicabl e, secure assistance of and cooperate with

recogni zed bond counsel in the preparation of the docunents
necessary for the financing aspects of the system The attorney
shall pay all bond counsel in perfecting the financing aspects,

e.g., assessnent procedures and conpl etion of documents. Where bond
counsel is retained, the Attorney will not be responsible for the
preparati on and approval of those documents pertaining to the

i ssuance of the Oaner's obligations.

SECTI ON B - COVPENSATI ON

Omers will pay to the Attorney for professional services
rendered in accordance herewith, fees as foll ows:

Said fees to be payable in the following manner and at the foll ow ng
tines:

(1- 15- 79)
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SECTION C - OTHER PROVI SI ONS

1. That upon organi zati on and incorporation the association shal
by appropriate resolution adopt and ratify this Agreenment, that the
associ ation shall be substituted for the individual Omers as a
party to this Agreement, and that the Omers as individuals shal
t hereupon be relieved of all personal liability existing or arising
fromthis Agreement.

2. That upon organi zati on and incorporation should the association
fail or refuse to adopt and ratify this Agreenent by appropriate
resol ution wthin days fromthe date of the conmencenent of

its legal existence, this Agreenent shall term nate and Owmners shal

be liable to the Attorney for payment of $ , which sum

represents paynment in full for the organization and incorporation of
the association and for all other |egal services rendered to Omners
under the terns of this Agreement to the date of said termi nation

At t or ney:

Oowners:

0Qo
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UNI TED STATES DEPARTMENT OF AGRI CULTURE
Farmers Home Adm ni stration

COVWUNI TY FACI LI TY BORROVWERS
APPL| CATI ON

1. SF 424.2, "Application for Federal Assistance (For Construction)."
2. O earinghouse Conments.

3. Financial Feasibility Study.

4. Form RD 442-7, "QOperating Budget," including projected cash fl ow.

5. Form RD 442-3, "Bal ance Sheet," or a financial statenment or audit
that includes a bal ance sheet.

6. Evidence of organization: Articles of Incorporation and Byl aws;
special legislation creating an entity; general |egislation under which
it is created, charter, court order; or other basic data of simlar
nat ure.

7. Witten evidence of conmpliance with State statutes.

8. Witten evidence of conmpliance with Federal, State, areaw de, |oca
and nunici pal requirements, as appropriate.

9. Contracts for professional services.

10. Form RD 1940-20, "Request for Environnmental Information," when
appl i cabl e.

11. Prelimnary engineering or architectural report.

This Guide is prepared only for use by State Directors in the preparation of
docunents which will informapplicants and FnHA personnel of the itenms to be
included in the application. State Directors will need separate documents for
each different type applicant such as nunicipalities, districts, and nonprofit
cor porations.

0Qo
(4-11-90) SPECI AL PN
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COWUNI TY FACI LI TY LOAN DOCKET

SF 424.2, "Application for Federal Assistance (For Construction)" (for
preapplicati on submni ssion)

Form RD 1910-11, "Application Certification, Federal Collection Policies for
Consuner or Commercial Debts"

Cl eari nghouse Comment s

Form RD 1940-20, "Request for Environmental |nformation"

Form RD 1940-22, "Environnental Checklist for Categorical Exclusions,"”
Form RD 1940-21, "Environnmental Assessnment for Class | Action," or
Class Il Environmental Assessnent

Envi ronnental |npact Statenment, if necessary

SF 424.2 (For application subm ssion)

Letter of Conditions

Form RD 1942-46, "Letter of Intent to Meet Conditions"

Any required agreenent for services such as engineering, architectural
| egal , accounting, auditing, maintenance, nmanagenment, plant operations,
wat er purchase or water treatnent.

Construction contract and bi ddi ng docunents

Requi red evi dence of conpliance with any required State and | ocal |aws or
regul ati ons and not inconsistent with applicable devel opment pl ans.

Legal Docunents:
Prom ssory not e/ bond Noti ce of sale of bond (if applicable)
Bond Transcri pt Form RD 442-28, "Bond Registrati on Book"
Evi dence of title to pledged assets

Form RD 442-20, "Right-of-way Easement"

(5-16-90) PN 134
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Form RD 442-21, "Right-of-way Certificate"
Form RD 442-22, "QOpinion of Counsel Relative to Rights-of-way"
Form RD 440-34, "Option to Purchase Real Property"
Deeds Leases Li ens Benefit Assessment Rolls
Assi gnnent of Water Rights

Evi dence of Organizati on:

O her than public body:

Articles of Incorporation Byl aws
Rul es and regul ations Charter
Li st of applicant officers Menber ship or user

certificate

Certified List of all menbers of the governing body indicating the
officers and termof office

Certified List of users or menmbers (utility type projects only)
Form RD 1942-8, "Resolution of Menbers or Stockhol ders”
Form RD 1942-9, "Loan Resolution (Security Agreenent)"
O her basic organi zati on data

Publ i ¢ Body:

Legi sl ation, court order, referendum evidencing organization and
aut hority.

Certified List of users. Benefit assessment roll. (Uility type
projects only)

Form RD 1942-47, "Loan Resol ution (Public Bodies)"
Fi scal
Form RD 442-3, "Bal ance Sheet"
Form RD 442-7, "Operating Budget," including projected cash fl ow

Evi dence of user cash contribution and user agreenents
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Provision for interimfinancing
Evi dence of coll ateral pledge
Addi ti onal Forms:
Form RD 400-1, "Equal opportunity Agreement”
Form RD 440-4, "Assurance Agreenent”
Form RD 440-8, “Conpliance Review  (Added 04-02-98, SPECI AL PN.)
Form RD 400-6, "Compliance Statement™
Form AD- 622, "Notice of Preapplication Review Action"
Form RD 1942-39, "Processing Check List (O her Than Public Bodies)"
Form RD 1942-40, "Processing Check List (Public Bodies)"

Form RD 442-10, "Appraisal Report - Water and Waste Disposal Systent

Form RD 1942-43, "Project Summary
Uility-Type Projects"”

Conmunity Facilities (other Than
Form RD 1942-45, "Project summary - Water and Waste Disposal and ot her
Uility-Type Projects"”

Form RD 1942-51, "Water and Waste Disposal - Devel opment G ant
Summar y*"

Form RD 1942-14, "Association Project Fund Anal ysis"

Form RD 1940-1, "Request for obligation of Funds"

Form RD 440-57, "Acknow edgenment of nligated Funds/ Check Request"
Form RD 1924-16, "Record of Pre-Construction Conference"

Form RD 2006-38, “Civil Rights Inpact Analysis”
(Added 04-02-98, SPECI AL PN.)

(5-16-90) PN 134
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(Added 04-02-98, SPECI AL PN)

This Guide is prepared only for use by State Directors in the preparation of
docunents which will informapplicants and Agency. personnel on the itenms to
be included in the docket. State Directors will need separate docunents for
each different type applicant such as nunicipalities, districts and nonprofit
cor porations.

0Qo
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CONSTRUCT! ON CONTRACT DOCUMENTS
| TEM |
NOTI CE AND | NSTRUCTI ONS TO BI DDERS

Dat e:

Seal ed bids will be received by the ,
hereinafter referred to as the "Oaner," for perforning the work

as described as foll ows:

as described nmore fully in the Plans and Specifications attached
hereto, on or before o' clock, in the
, at which tine said bids wll

be publicly opened and read.
Al'l bids must be made on the blank form of proposal attached hereto.

If the contract bid exceeds $10, 000, a bidder must submt Form RD
400-6. "Conpliance Statenent," with the bid. "Equal Opportunity
Clause,"” will be a part of all construction contracts exceedi ng $10, 000.

A bidder may withdraw any proposal submitted prior to the hour set
for the closing of the bids provided the request is signed in a manner
identical with the proposal being w thdrawn.

It is understood that the Farnmers Home Adm ni strati on nust concur in
this contract.

The owner will be responsible for paynent in accordance with the
ternms of the contract when the work is conpl eted.

(Oaner)

By

Title

(1-15-79) SPECIAL PN
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| TEM I |
Bl DDER S PROPCSAL

Pl ace

Dat e

In conpliance with your invitation for bids dated
and subject to all the conditions thereof, the

under si gned

(hereinafter call ed Bl DDER) doi ng busi ness as

* 0
’

of the City of , State of
her eby proposes to furnish and conpl ete work

requi red by the Contract Docunents for the construction of al

structures listed at the prices shown for each bid itemon the Bid
Schedul e. Any total cost found inconsistent with the unit cost when the
bids are examined will be deened in error and corrected to agree with
the unit cost which shall be considered correct.

The undersi gned Bl DDER does hereby declare and stipulate that this
proposal is made in good faith, w thout collusion or connection with any
ot her person or persons bidding for the same work, and that it is made

i n pursuance of and subject to all the terms and conditions of the
Notice and Instructions to Bidders, the Construction Contract, the
Det ai | ed Specifications, and the Plans pertaining to the work to be
done, all of which have been exam ned by the undersigned.

The undersi gned Bl DDER agrees to abide by the requirenents of

Executive Order No. 11246, as anended. To that end, the BIDDER subnits
a conpleted Form RD 400-6, "Conpliance Staterment," as | TEM (X) of the
Contract Documents. The BI DDER agrees to execute "Equal Opportunity

Cl ause," as part of the Construction Contract.

If the work to be perforned under this contact is in honetown plan or
i mposed pl an area the undersi gned Bl DDER agrees to abi de by the "Mde
Special Bid Conditions" attached hereto as item VI

Al'l the various phases of work enunerated in the Detail ed
Specifications with their individual jobs and overhead, whether
specifically mentioned, included by inplication or appurtenant thereto,
are to be performed by the BIDDER under one of the itens listed in the
Bid Schedule, irrespective of whether it is named in said |list.

Payment for work perforned will be in accordance with the bid
Schedul e, subject to changes as provided for in the Construction
Contract.
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7. The undersi gned Bl DDER understands that this contract nust be
concurred in by the Farnmers Hone Adm nistration

8. The BIDDER will submit a construction schedule and execute the
contract within 10 days after notification of contract award.

9. It is understood that tine is of the essence in this contract and the
Bl DDER agrees to commence within 10 days after the Notice to Proceed and
conpl ete work within cal endar days.
BI DDER S License No. (if applicable) Bl DDER
By

Seal (if a corporation)

Title

(Busi ness Address)

*Insert: "a corporation incorporated in the State of " "a
partnershi p* or an individual, as applicable.

(1-15-79) SPECIAL PN
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Bl D SCHEDULE
NOTE: Bi ds shall include sales tax and all other applicable
taxes and fees.
I[tem
No. Descri ption Esti mat ed Tot al Uni t
Quantity Price Price Tot al

TOTAL BID PRICE $
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I TEM I11

NOTI CE OF AWARD

Description of work: Construction of
for the

To:

The Omner has considered the Proposal submitted by you for the above
described work in response to its Notice and Instructions to Bidders
dat ed 19

It is to the best interest of said Owmer to accept your Proposal in
t he amount of

($ ); you are hereby notified that your
Proposal has been accepted for itens

You are required by the Notice and Instruction to Bidders to execute
the contract within ten days fromthe date of the delivery of this Notice
to you.

Dated this day of 19
Owner
ACCEPTANCE OF NOTI CE By
Recei pt of the above Notice of Title
Award i s hereby acknow edged this
day
of , 19 .
By
Title

(1-15-79) SPECIAL PN
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| TEM IV

CONTRACT

THI S AGREEMENT, made this day of , 19 ,

by and between ,

hereinafter referred to as the OANER, and

, hereinafter referred to as the

CONTRACTOR:

W TNESSETH

That for and in consideration of the nutual covenants and pronises
between the parties hereto, it is hereby agreed that:

1. The CONTRACTOR will furnish all of the materials and supplies,
equi prent, and | abor and other services necessary in confornmance wth
t hese contract docunents for the construction and conpletion of the
project described in general as follows:

2. COWPLETION OF WORK. The Contractor shall comrence the work

covered by this contract within ten (10) cal endar days after the date of
recei pt of the Notice to Proceed and shall conplete the same wthin

cal endar days unless the period for conpletion is

ext ended as provided for in the General Conditions.
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3. CONTRACT SUM  The Owner shall pay the Contractor for the
performance of said work, subject to additions or deductions provided
herein

dollars ($ ) in conformty
with the bid schedule in Itemll.

4. The Contract Docunents include the foll ow ng:
(a) Notice and Instructions to Bidders - Item!|
(b) Bidder's Proposal - Itemll

(c) Notice of Award - ItemlIl1l

(d) Contract - ItemlV

(e) GCeneral Conditions - ItemV

(f) Model - Special Bid Conditions - ItemVl (for hometown or

i mposed pl an areas)
(g) Farnmers Hone Admi nistration Suppl enental GCeneral

Condi ti ons.

(h) Plans prepared by ,
nunber ed t hr ough , and dated ., 19

(i) Specifications prepared or issued by
, dated , 19

5. The OMNER will pay to the CONTRACTOR in the manner and at such
tines as set forth in the General Conditions and in such anbunts as
requi red by the Contract Docunents.

6. This contract shall be binding upon all parties hereto and their

respective heirs, executors, adm nistrators, successors, and assigns.

(1-15-79) SPECI AL PN
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IN WTNESS WHEREOF, the parties hereto have executed, or caused to be

executed by their duly authorized officials, this Contract in duplicate,

on the date first above witten.

ONNER:
By
( SEAL) Type Name
Title
ATTEST:
Type Name
Title
CONTRACTOR:
By
Approved as | ender or insurer of Type Name
fund to defray the costs of this
contract, and without liability for Title
any paynents thereunder, the Farners
Hone Admi ni stration hereby concurs Enpl oyer ldentification
in the award of this contract to Nurber

U S. Department of Agriculture
Farmers Hone Adm nistration

By Title

This contract shall not be effective unless and until approved by the State
Director of the Farmers Hone Admi nistration, U S. Departnent of Agriculture,
or a del egated representative.
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| TEM V
GENERAL CONDI TI ONS

1. The contractor shall furnish and pay the cost, including sales tax
and all other applicable taxes and fees, of all the necessary materials
and shall furnish and pay for all the superintendence, |abor, tools,
equi prent and transportation and performall the work required for the
construction of all itens listed and itenized under the bid schedul e of
the Bidder's Proposal attached hereto as Itemll in strict accordance
with the Plans, Specifications and requirenents, general conditions and
speci al conditions which are attached hereto and nmade a part hereof, and
any amendnents thereto and such suppl enental plans and specifications
whi ch may hereafter be approved.

2. The Omner shall provide the | and upon which the work under this
contract is to be done, and will, so far as is convenient, pernit the
Contractor to use as much of the land as is required for the erection of
temporary construction facilities and storage of materials, together
with the right of access to same, but beyond this, the Contractor shal
provide at the contractor's cost and expense any additional |and
required.

3. In the event the Omer is dissatisfied with the slow progress or
i ncompetency in the performance of the work in accordance with the
schedul e for conmpletion of the various aspects of construction, the
Owmner shall give the Contractor witten notice in which the owner shal
specify in detail the cause of dissatisfaction. Should the Contractor
fail or refuse to remedy the matters conplained of within five days
after the witten notice is received by the Contractor the Omer shal
have the right to take control of the work and either nake good the
deficiencies of the Contractor itself or direct the activities of the
Contractor in doing so, enploying such additional help as the Oaner
deens advisable. In such event the Omer shall be entitled to coll ect
fromthe Contractor any expenses in conpleting the work.

4. The owner will w thhold $ as |iquidated damages fromthe
amount payable to the Contractor for each cal endar day that the
contractor is in default after the time of conpletion stipulated in

these Contract Documents. It is understood that the anount is
approxi mately equal to the interest and other charges incurred by the
Owner .

5. The Contractor guarantees all nmaterial and equi pnent furni shed and

all work perforned for a period of 1 year fromthe date of substantia
conpletion of the contract. The contractor's guarantees that the
facility is free fromdefects due to faulty materials or worknmanshi p and
the contractor shall make the necessary corrections to correct these

def ect s.

(1-15-79) SPECIAL PN
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6.

10.

11.

12.

13.

14.

The contractor should give all notices and conply with all | aws,

ordi nances, rules, and regul ations bearing on the conduct of the work as
specified in the Contract Docunents. |If the contractor observes that
the Contract Docunents are at variation with any |aws, ordi nances, rules
or regul ations, the contractor should pronptly notify the owner in
witing and any necessary changes shall be adjusted through the use of
contract change orders.

The Contractor agrees to pay all claims for |abor, materials,
services and supplies and agrees to allow no such charge to be fixed on
the property of the Oaner.

The Contractor agrees to conply with all laws, rules and regul ations
that apply to rel ated work.

The actual performance of work and superintendence shall be perforned
by the Contractor but the owner shall, at all times, have access to the
prem ses for the purpose of observing or inspecting the work performed
by the Contractor.

It is fully understood and agreed that none of the requirenents of
this contract shall be considered as waived unl ess changes are made in
witing and then only by the persons executing this contract upon
concurrence of the Farmers Home Administration

The Contractor agrees not to sublet or assign this work wi thout the
witten consent of the owner.

The Contractor shall have full responsibility under these conditions,
general provisions, Plans and Specifications for any subcontracts which
the Contractor may |et.

Al'l questions or controversies which nay ari se between the Contractor
and the Omer, under or in reference to this contract, should be

resol ved, to the fullest extent possible at a nmeeting between the
Contractor, the Owmer, and a representative of the FrHA. The agreenents
reached at such meetings shall be carefully documented and become fina
and binding on all parties concerned. However, should the Omer and
Contractor be unable to agree, a board of three arbitrators shall be
chosen. One shall be chosen by the Contractor, one shall be chosen by
the Omer, and the third shall be selected through nutual agreenent by
the first two. Should either party neglect or fail to select an
arbitrator within ten days, the arbitrator selected by the other party
shal | have power to decide the dispute in the sane manner as though a
board of three arbitrators had been sel ected.

The Contractor shall indemify and save harnl ess the Omer and the
Owner's agents and enpl oyees, from and against all |osses and al

cl ai ms, demands, paynents, suits, actions, recoveries, and judgments of
every nature, and description brought or recovered agai nst them by
reasons of any act or om ssion of the said Contractor, its agents, or
enpl oyees, in the execution of the work or in guarding the sane.
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15.

16.

Payment. Final payment shall be made to the Contractor when the work
is conpleted and accepted by the owner and the Farmers Hone

Admi ni stration. The total amount of the paynent shall be the anpunt of
the contract plus the value of all changes as reflected in approved
contract change orders. The entire bal ance found to be due the
Contractor but excepting such sums as may be lawfully retained by the
Owner, shall be paid to the Contractor. Such paynent shall be
condi ti oned, however, upon the submi ssion by the Contractor of evidence
satisfactory to the Omer that all clainms for |abor, material, and any
ot her outstandi ng i ndebt edness in connection with this Contract have
been pai d.

The Omer will make paynments as follows: (Check (X) proper paynent
cl ause and effectively cross out all of the clauses not applicable.)

A, ONE LUW SUMw Il be made for the whole contract, upon
acceptance by the owner and the Farnmers Home Admi nistration, of
all work required hereunder and conpliance by the Contractor
with all the terns and conditions of this contract.

B. PARTI AL PAYMENTS NOT TO EXCEED 60 PERCENT of the val ue

of the work in place (less the aggregate of previous paynents)
will be made at intervals of . The value of work in

pl ace shall be as estimated by the contractor and approved by
the Farmers Hone Admi nistration. Prior to receiving any
partial payment, the contractor must furnish the owner with a
statement showi ng the total ampbunt owed to date for materials
and | abor procured under this contract and, if required by the
owner or the Farmers Hone Admi nistration, nust also subnit

evi dence showi ng that previous partial paynments were properly
applied and that the current payment will be properly applied.
Upon conpl etion of the whole contract and acceptance of the
work as required hereunder, by the owner and the Farmers Home
Admi ni stration, and conpliance by the contractor with all terns
and conditions of this contract, the ampbunt due the contractor
will be paid.

Upon conpl etion or termnation of the work, the Contractor shal

renove fromthe vicinity of the work all equiprment and all tenporary
structures, waste materials and rubbish resulting fromits operations,

| eaving the premises in a neat and presentable condition. In the event
of failure to do so, the same may be done by the Omer at the expense of
the Contractor.
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| TEM VI
MODEL
SPECI AL BI D CONDI TI ONS
AFFI RVATI VE ACTI ON REQUI REMENTS
EQUAL EMPLOYMENT OPPORTUNI TY

THE FOLLOW NG NOTI CE SHALL BE I NCLUDED I N ALL | NVI TATI ONS AND OTHER
SCLI Cl TATI ONS FOR BI DS ON ( NON- EXEMPT) FEDERAL AND FEDERALLY- ASSI STED
CONSTRUCTI ON CONTRACTS TO BE AWARDED ON THE , TO
| NSURE EQUAL EMPLOYMENT OPPORTUNI TY.

NOTI CE OF REQUI REMENT

EACH Bl DDER, CONTRACTOR OR SUBCONTRACTOR ( HEREI NAFTER THE CONTRACTOR)
MUST FULLY COWVPLY W TH THE REQUI REMENTS, TERMS AND CONDI TI ONS OF THE
AFFI RVATI VE ACTI ON PLAN ( HEREI NAFTER PLAN)
I NCLUDI NG THE GOALS FOR M NORI TY MANPOWER UTI LI ZATI ON AS TO EACH CONSTRUCTI ON
TRADE I'T I NTENDS TO USE ON THI S CONSTRUCTI ON CONTRACT AND ALL OTHER
CONSTRUCTI ON WORK ( BOTH FEDERAL AND NONFEDERAL) | N THE AREA
DURI NG THE PERFORMANCE OF THI' S CONTRACT OR SUBCONTRACT. THE CONTRACTOR
COW TS | TSELF TO THE GOALS FOR M NORI TY MANPOWER UTI LI ZATI ON CONTAI NED HEREI N
AND ALL OTHER REQUI REMENTS, TERMS AND CONDI TI ONS OF THESE BI D CONDI TI ONS BY
SUBM TTI NG A PROPERLY SI GNED BI D.

THE CONTRACTOR W LL APPO NT A COVPANY EXECUTI VE TO ASSUME THE
RESPONSI Bl LI TY FOR THE | MPLEMENTATI ON OF SUCH REQUI REMENTS, TERMS AND
CONDI TI ONS.
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PART 1 (GOALS FOR M NORITY UTI LI ZATI ON)

A.  THE FOLLOW NG GOALS FOR M NORI TY MANPOAER UTI LI ZATI ON SHALL EXPRESS
THE CONTRACTOR S COWM TMENT TO THE PERCENTAGE OF M NORI TY WORKHOURS TO BE
WORKED | N EACH SPECI FI ED CRAFT ON ALL WORK PERFORMED BY THE CONTRACTOR I N THE

AREA DURI NG THE PERFORMANCE OF THI S CONTRACT. "M NORI TY"

I'S DEFI NED AS | NCLUDI NG BLACKS, SPANI SH- SURNAMED AMERI CANS, ORI ENTALS, AND
AMERI CAN | NDI ANS AND | NCLUDES BOTH M NORI TY MEN AND WOVEN.

FOR ALL TRADES THE FOLLOW NG GOALS AND Tl METABLES SHALL BE APPLI CABLE:

GOALS FOR M NORI TY

___UTILIZATION
UNTI L DECEMBER 31, 19 -
FROM JANUARY 1, 19 to DECEMBER 31, 19 -
FROM JANUARY 1, 19 to DECEMBER 31, 19 -
FROM JANUARY 1, 19 to DECEMBER 31, 19 -
FROM JANUARY 1, 19 to DECEMBER 31, 19 -

B. THE GOALS FOR M NORI TY MANPOWER UTI LI ZATI ON ABOVE ARE EXPRESSED I N
TERVMS OF WORKHOURS OF TRAI NI NG AND EMPLOYMENT AS A PROPORTI ON OF THE TOTAL
WORKHOURS TO BE WORKED BY THE CONTRACTOR S AGGREGATE WORKFORCE | N THAT TRADE
ON ALL PRQIECTS (BOTH FEDERAL AND NON- FEDERAL) I N THE AREA
DURI NG THE PERFORMANCE OF | TS CONTRACT OR SUBCONTRACT (i.e. THE PERI OD
BEG NNI NG WTH THE FI RST DAY OF WORK ON THE FEDERAL OR FEDERALLY- ASSI STED
CONSTRUCTI ON CONTRACT AND ENDI NG W TH THE LAST DAY OF WORK).




(CQuide 17) Attachment | (Page 3) RD I nstruction 1942-A

C. THE WORKHOURS OF M NORI TY WORK MUST BE SUBSTANTI ALLY UNI FORM
THROUGHOUT THE LENGTH OF THE CONTRACT | N EACH TRADE, AND M NORI TI ES SHOULD BE
EMPLOYED EVENLY ON EACH OF A CONTRACTOR S PRQJECTS. NEVERTHELESS, FAILURE OF
A CONTRACTOR TO EMPLOY M NORI TI ES EVENLY ON EACH OF I TS PROJIECTS SHALL NOT
CONSTI TUTE NONCOWPLI ANCE PROVI DED THE PERCENTAGE OF M NORI TY WORKHOURS
EMPLOYED BY THE CONTRACTOR I N | TS AGGREGATE WORKFORCE I N THE
AREA MEETS OR EXCEEDS | TS COVWM TMENT TO THE GOALS FOR M NORI TY MANPOAER
UTI LI ZATION | N THE PLAN AND THE CONTRACTOR HAS NOT VI OLATED
THE EQUAL OPPORTUNI TY CLAUSE OF THE CONTRACT IN THE ASSI GNMVENT OF M NORI Tl ES
TO ITS PROJECTS. THE TRANSFER OF M NORI TY EMPLOYEES FROM EMPLOYER- TO- EMPLOYER
OR FROM PRQJECT- TO- PRQJECT FOR THE PURPOSE OF MEETI NG THE CONTRACTOR S GOAL

SHALL BE A VI OLATI ON OF THE PLAN. OTHERW SE, THE CONTRACTCR
SHALL BE DEEMED TO BE IN COVPLI ANCE W TH THE REQUI REMENTS, TERMS, AND
CONDI TIONS OF THE PLAN I F THE M NORI TY MANPOAER UTI LI ZATI ON RATE

OF THE CONTRACTOR MEETS OR EXCEEDS | TS COMM TMENT TO THE GOALS FOR M NORI TY
MANPOWER UTI LI ZATI ON I N | TS AGGREGATE WORKFORCE, BOTH FEDERALLY | NVOLVED AND
NON- FEDERAL, W THI N THE AREA. HOWEVER | F THE CONTRACTOR
HAS DENI ED EQUAL EMPLOYMENT OPPORTUNI TY I N VI OLATI ON OF THE EQUAL OPPORTUNI TY
CLAUSE OF THI'S CONTRACT, |T SHALL NOT BE IN COMPLIANCE WTH THE
PLAN.

D. IN THE EVENT THAT WORK | S PERFORMED AFTER THE EXPI RATI ON DATE OF
THE PLAN ON A CONSTRUCTI ON CONTRACT AWARDED PURSUANT TO THE
REQUI REMENTS, TERMS AND CONDI TI ONS OF THE PLAN THE GOALS FOR M NORI TY MANPOAER
UTI LI ZATI ON FOR 1980 SHALL BE APPLI CABLE TO SUCH WORK.
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E. THE CONTRACTORS COWM TMENT TO GOALS OF M NORI TY MANPOAER UTI LI ZATI ON
|'S | NTENDED TO MEET | TS AFFI RVATI VE ACTI ON OBLI GATI ONS UNDER EXECUTI VE ORDER
11246, AS AVENDED, AND |'S NOT | NTENDED AND SHALL NOT BE USED TO DI SCRI M NATE
AGAI NST ANY QUALI FI ED APPLI CANT OR EMPLOYEE. WHENEVER, | T COMES TO THE
CONTRACTOR S ATTENTI ON THAT THE GOALS ARE BEI NG USED I N A DI SCRI M NATORY
MANNER, | T SHALL | MVEDI ATELY REPORT THAT FACT TO THE OFFI CE OF FEDERAL
CONTRACT COMPLI ANCE PROGRAMS, EMPLOYMENT STANDARDS ADM NI STRATI ON, U.S.
DEPARTMENT OF LABOR, AND THE COMPLI ANCE AGENCY SO THAT APPROPRI ATE PROCEEDI NGS
MAY BE | NSTI TUTED.

PART 11

SPECI FI C_AFFI RVATI VE _ACTI ON STEPS (GOOD FAI TH EFFORTS)

THE CONTRACTOR SHALL BE DEEMED TO BE | N COVPLI ANCE W TH THE REQUI REMENTS,
TERMS, AND CONDI TI ONS OF THE PLAN | F I T MEETS OR EXCEEDS I TS
COWM TMENT TO THE GOALS FOR M NORI TY MANPOWER UTI LI ZATI ON I N | TS AGGREGATE
WORKFORCE | N THE AREA FOR EACH TRADE FOR WHICH I T |'S COMM TTED
TO A GOAL UNDER THE PLAN. THE CONTRACTOR S COWMM TMENT TO THE
GOALS FOR M NORI TY MANPOAER UTI LI ZATION AS REQUIRED BY THE PLAN
CONSTI TUTES A COVM TMENT THAT | T WLL MAKE EVERY GOOD FAI TH EFFORT TO MEET
SUCH GOALS. NO CONTRACTOR SHALL BE FOUND TO BE | N NON- COMPLI ANCE SOLELY ON
ACCOUNT OF THE CONTRACTOR S FAI LURE TO MEET | TS GOALS, BUT SHALL BE G VEN THE
OPPORTUNI TY TO DEMONSTRATE THAT THE CONTRACTOR HAS | NSTI TUTED ALL THE SPECI FI C
AFFI RMATI VE ACTI ON STEPS SPECI FI ED | N THE PLAN AND MADE EVERY GOOD
FAl TH EFFORT TO MAKE THESE STEPS WORK TOWARD THE ATTAI NVENT OF | TS GOALS
W THI N THE TI METABLES, ALL TO THE PURPOSE OF EXPANDI NG M NORI TY MANPOWER
UTI LI ZATION | N | TS AGGREGATE WORKFORCE | N THE AREA.
CONTRACTORS WHO FAI L TO ACHI EVE THEI R COWM TMENTS TO THE GOALS FOR M NORI TY
MANPOWER UTI LI ZATI ON MUST HAVE ENGAGED I N
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AFFI RVATI VE ACTI ON DI RECTED AT | NCREASI NG M NORI TY MANPOWER UTI LI ZATI ON, VWH CH
I'S AT LEAST AS EXTENSI VE AS THE FOLLOW NG STEPS:

1.

(1- 15- 79)

SPECI FI C WRI TTEN NOTI FI CATI ON OF M NORI TY RECRUI TMENT SOURCES

AND COVMUNI TY ORGANI ZATI ON WHEN THE CONTRACTOR OR I TS UNI ONS HAVE
EMPLOYMENT OPPCORTUNI TI ES AVAI LABLE AND MAI NTENANCE OF RECORDS
REGARDI NG THE ORGANI ZATI ONS' RESPONSE.

MAI NTENANCE OF A FI LE OF THE NAMES AND ADDRESSES OF EACH

M NORI TY WORKER REFERRED BY THE UNI ON, M NORI TY RECRUl TMENT
SCQURCE(S) AND COVMUNI TY ORGANI ZATI ON(S) TO THE CONTRACTOR AND VWHAT
ACTI ON HAS BEEN TAKEN W TH RESPECT TO EACH SUCH REFERRED WORKER. | F
SUCH WORKER WAS NOT EMPLOYED BY THE CONTRACTOR, THE FI LE SHOULD
DOCUMENT THI' S AND THE REASONS THEREFOR.

VARl TTEN NOTI FI CATI ON TO BOTH THE CONTRACTI NG AGENCY AND THE

OFFI CE OF FEDERAL CONTRACT COWPLI ANCE PROGRAMS WHEN THE UNI ON OR
UNI ONS W TH WHOM THE CONTRACTOR HAS A COLLECTI VE BARGAI NI NG
AGREEMENT HAS NOT REFERRED TO THE CONTRACTOR A M NORI TY WORKER SENT
BY THE CONTRACTOR, OR THE CONTRACTOR HAS OTHER | NFORMATI ON THAT THE
UNI ON REFERRAL PROCESS HAS | MPEDED | TS EFFORTS TO MEET | TS GOALS.
PARTI Cl PATI ON | N TRAI NI NG PROGRAMS | N THE AREA, | NCLUDI NG

APPRENTI CESHI P, TRAI NEE, AND JOURNEYMEN UPGRADI NG PROGRAMS,

ESPECI ALLY THOSE FUNDED BY THE DEPARTMENT OF LABOR

DI SSEM NATI ON OF THE CONTRACTOR S OR UNION' S EEO POLI CY BY

I NCLUDI NG I T I N ANY POLI CY MANUAL AND COLLECTI VE BARGAI NI NG
AGREEMENT(S); BY PUBLICIZING I T IN THE COVPANY OR UNI ON

SPECI AL PN
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10.

11.

12.

13.

NEWSPAPER, ANNUAL REPORT, ETC.; BY POSTI NG OF THE PCLI CY: AND BY
SPECI FI C REVI EW CF THE PCLI CY WTH M NORI TY EMPLOYEES AT LEAST ONCE
A YEAR

DI SSEM NATI ON OF THE CONTRACTOR S EEO POLI CY EXTERNALLY BY

ADVERTI SI NG | N NEWS MEDI A, SPECI FI CALLY | NCLUDI NG M NORI TY NEWS
MEDI A, |F THE CONTRACTOR HAS A NEED TO ADVERTI SE; AND BY NOTI FYI NG
AND DI SCUSSING | T WTH OTHER CONTRACTORS, AND SUBCONTRACTCORS W TH
WHOM THE CONTRACTOR DOES OR ANTI Cl PATES DO NG BUSI NESS.

ENCOURAGE PRESENT M NORI TY EMPLOYEES TO RECRU T THEI R FRI ENDS

AND RELATI VES.
VALI DATI ON OF ALL TESTS AND OTHER SELECTI ON REQUI REMENTS AS

REQUI RED BY THE TESTI NG AND SELECTI ON ORDER (41 CFR PART 60- 3).
MAKI NG EVERY EFFORT TO PROVI DE AFTER SCHOOL, SUMMER AND VACATI ON
EMPLOYMENT TO M NORITY YOUTH - BOTH ON THE JOB SI TE AND | N OTHER
AREAS OF A CONTRACTOR S WORKFORCE.

CONDUCT | NVENTORY AND EVALUATI ON OF ALL M NORI TY PERSONNEL FOR
PROMOTI ONAL OPPORTUNI TI ES ON A QUARTERLY BASI S AND ENCOURAGE

M NORI TY EMPLOYEES TO SEEK SUCH OPPORTUN TI ES.

ENSURI NG THAT SENI ORI TY PRACTI CES, JOB CLASSI FI CATI ONS,

ETC., DO NOT HAVE A DI SCRI M NATORY EFFECT.

ENSURI NG THAT ALL FACI LI TIES AND COVPANY ACTI VI TI ES ARE

NONSEGREGATED.
CONTI NUAL MONI TORI NG OF ALL PERSONNEL ACTI VI TI ES TO ENSURE THAT

| TS EEO POLI CY | S BEI NG CARRI ED QUT.
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14. DOCUMENTATI ON OF SOLI Cl TATI ON OF BI DS FOR SUBCONTRACTORS FROM
AVAI LABLE M NORI TY SUBCONTRACTORS ENGAGED I N THE TRADES COVERED BY
THE PLAN, | NCLUDI NG Cl RCULATI ON TO M NORI TY CONTRACTCOR
ASSCOCI ATI ONS.
THE OFFI CE OF FEDERAL CONTRACT COVPLI ANCE PROGRAMS ASSI STANT REG ONAL
ADM NI STRATOR AND THE CONTRACTI NG AGENCY COWPLI ANCE STAFF W LL PROVI DE
TECHNI CAL ASSI STANCE, UPON REQUEST, PERTAINING TO M NORI TY RECRUI TMENT
SOQURCES, COVVUNI TY ORGANI ZATI ONS AND M NORI TY NEWS MEDI A.
PART 111
ADM NI STRATI VE PROCEDURES FOR ENFORCEMENT
A THE AGENCY SHALL REVI EW THE CONTRACTOR S EMPLOYMENT PRACTI CES DURI NG
THE PERFORVMANCE OF THE CONTRACT. | F THE CONTRACTOR MEETS | TS GOAL(S) OR CAN
DEMONSTRATE THAT | T HAS MADE | N GOCD FAI TH EVERY EFFORT TO MEET THE GOAL(S)
AND | S NOT OTHERW SE VI OLATI NG THE EQUAL OPPORTUNI TY CLAUSE OF THI S CONTRACT
OR ANY OTHER FEDERAL EQUAL EMPLOYMENT OPPORTUNI TY LAWS OR REGULATI ONS, THE
CONTRACTOR SHALL BE PRESUMED TO BE IN COVPLI ANCE W TH EXECUTI VE ORDER 11246,
AS AMENDED, AND THE PLAN. I N THAT EVENT, NO FORVAL SANCTI ONS OR
PROCEEDI NGS LEADI NG TOMRD SANCTI ONS SHALL BE | NSTI TUTED UNLESS THE ACENCY
OTHERW SE DETERM NES THAT THE CONTRACTOR |'S NOT PROVI DI NG EQUAL EMPLOYMENT
OPPORTUNI TI ES.
B. WHERE THE AGENCY FI NDS THAT THE CONTRACTOR HAS FAILED TO COVPLY W TH
REQUI REMENTS OF EXECUTI VE ORDER 11246, THE | MPLEMENTI NG REGULATI ONS AND THE
PLAN, THE AGENCY SHALL TAKE SUCH ACTI ON AND | MPOSE
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SUCH SANCTI ONS, WHI CH | NCLUDE SUSPENSI ON, TERM NATI ON, CANCELLATI ON, AND
DEBARMENT, AS MAY BE APPROPRI ATE UNDER THE EXECUTI VE ORDER AND | TS
REGULATI ONS.

C. WHEN THE AGENCY PROCEEDS W TH SUCH FORMAL ACTION, | T HAS THE BURDEN
OF PROVI DI NG THAT THE CONTRACTOR HAS NOT MET THE REQUI REMENTS OF THE
PLAN. THE CONTRACTOR S FAI LURE TO MEET I TS GOAL(S) SHALL, HOWEVER, SHIFT TO
THE REQUI REMENT TO COVE FORWARD W TH EVI DENCE TO SHOW THAT | T HAS MADE EVERY
"GOOD FAI TH' EFFORT TO MEET SUCH GOALS.

D. THE PENDENCY OF SUCH FORMAL PROCEEDI NGS SHALL BE TAKEN | NTO
CONSI DERATI ON BY FEDERAL AGENCI ES BY DETERM NI NG WHETHER SUCH CONTRACTOR CAN
COWPLY W TH THE REQUI REMENTS OF EXECUTI VE ORDER 11246, AS AMENDED, AND IS
THEREFORE, A " RESPONSI BLE PROSPECTI VE CONTRACTOR' W THI N THE MEANI NG OF THE
FEDERAL PROCUREMENT ACT.

E. IT SHALL BE NO EXCUSE THAT THE UNI ON W TH WHI CH THE CONTRACTOR HAS A
COLLECTI VE BARGAI Nl NG AGREEMENT PROVI DES FOR THE EXCLUSI VE REFERRAL OF
M NORI TY EMPLOYEES. DI SCRI M NATI ON | N REFERRAL FOR EMPLOYMENT, EVEN | F
PURSUANT TO PROVI SI ONS OF A COLLECTI VE BARGAI Nl NG AGREEMENT, |S PROHI Bl TED BY
THE NATI ONAL LABOR RELATI ONS ACT, AS AMENDED, AND TITLE VI1 OF THE CIVIL
RI GHTS ACT FOR 1964. |T IS THE POLI CY OF THE OFFI CE OF FEDERAL CONTRACT
COVPLI ANCE PROGRAMS THAT CONTRACTORS HAVE A RESPONSI BI LI TY TO PROVI DE EQUAL
EMPLOYMENT OPPORTUNI TY | F THEY W SH TO PARTI Cl PATE | N FEDERALLY- | NVOLVED
CONTRACTS.  TO THE EXTENT THEY HAVE DELEGATED THE RESPONSI BI LI TY FOR SOMVE OF
THEI R EMPLOYMENT PRACTI CES TO A LABOR ORGANI ZATI ON AND, AS A RESULT, ARE
PREVENTED FROM MEETI NG THEI R OBLI GATI ONS PURSUANT TO EXECUTI VE ORDER 11246, AS
AVENDED, SUCH CONTRACTORS
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CANNOT BE CONSI DERED TO BE | N COMPLI ANCE W TH EXECUTI VE ORDER 11246, AS
AVENDED, AND | TS | MPLEMENTI NG RULES AND REGULATI ONS.
CONTRACTOR OBLI GATI ONS
A.  ALL CONTRACTORS SHALL | NCLUDE THE PLAN IN ALL BID
| NVI TATI ONS OR OTHER PRE- Bl D COMMUNI CATI ONS, WRI TTEN OR OTHERW SE, W TH THEI R
PROSPECTI VE SUBCONTRACTORS. WHENEVER A CONTRACTOR SUBCONTRACTS A PORTI ON OF
THE WORK | N ANY TRADE COVERED BY THE PLAN | T SHALL | NCLUDE THE
PLAN | N SUCH SUBCONTRACTS AND EACH SUBCONTRACTOR SHALL BE BOUND BY THE
PLAN TO THE FULL EXTENT AS | F | T WERE THE PRI ME CONTRACTOR.

THE CONTRACTOR SHALL NOT BE ACCOUNTABLE FOR THE FAI LURE OF | TS SUBCONTRACTOR
TO FULFILL | TS AFFI RVATI VE ACTI ON COMM TMENTS. HOWEVER, THE PRI ME CONTRACTOR
SHALL G VE NOTI CE TO THE OFFI CE OF FEDERAL CONTRACT COVPLI ANCE PROGRAMB OF THE
DEPARTMENT OF LABOR AND THE CONTRACTI NG AGENCY OF ANY REFUSAL OR FAI LURE OF
ANY SUBCONTRACTOR TO FULFILL | TS OBLI GATIONS UNDER THE PLAN.
NONCOMPLI ANCE W TH THESE REQUI REMENTS BY A SUBCONTRACTOR W LL BE TREATED I N
THE SAME MANNER AS SUCH FAI LURE BY THE PRI ME CONTRACTOR.

B. CONTRACTORS HEREBY AGREE TO REFRAI N FROM ENTERI NG | NTO ANY CONTRACT
OR CONTRACT MODI FI CATI ON SUBJECT TO EXECUTI VE ORDER 11246, AS AVENDED, W TH A
CONTRACTOR DEBARRED FROM OR WHO |'S DETERM NED NOT TO BE A " RESPONSI BLE"
Bl DDER FOR GOVERNMENT CONTRACTS AND FEDERALLY- ASSI STED CONSTRUCTI ON CONTRACTS
PURSUANT TO THE EXECUTI VE ORDER.

C. THE CONTRACTOR SHALL CARRY OUT SUCH SANCTI ONS AND PENALTI ES FOR
VI OLATI ON OF THESE Bl D CONDI TI ONS AND THE EQUAL OPPORTUNI TY CLAUSE | NCLUDI NG
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SUSPENSI ON. TERM NATI ON AND CANCELLATI ON OF EXI STI NG SUBCONTRACTS AND
DEBARMENT FROM FUTURE CONTRACTS AS MAY BE | MPOSED OR ORDERED PURSUANT TO
EXECUTI VE ORDER 11246, AS AMENDED, AND | TS | MPLEMENTI NG REGULATI ONS BY THE
CONTRACTI NG OR ADM NI STERI NG AGENCY AND THE OFFI CE OF FEDERAL CONTRACT

COVPLI ANCE PROGRAMS. ANY CONTRACTOR VWHO FAILS TO CARRY OUT SUCH SANCTI ONS AND
PENALTI ES SHALL ALSO BE DEEMED TO BE | N NONCOWPLI ANCE W TH THESE BI D

CONDI TI ONS AND EXECUTI VE ORDER 11246, AS AMENDED.

D.  NOTHI NG HEREIN | S | NTENDED TO RELI EVE ANY CONTRACTOR DURI NG THE TERM
OF | TS CONTRACT FROM COVPLI ANCE W TH EXECUTI VE ORDER 11246, AS AMENDED, AND
THE EQUAL OPPORTUNI TY CLAUSE OF I TS CONTRACT W TH RESPECT TO MATTERS NOT
COVERED | N THE PLAN.

E. CONTRACTORS MUST KEEP SUCH RECORDS AND FI LE SUCH REPORTS RELATI NG TO
PROVI SI ONS OF THE PLAN AS SHALL BE REQUI RED BY THE CONTRACTI NG OR
ADM NI STERI NG AGENCY OR THE OFFI CE OF FEDERAL CONTRACT COVPLI ANCE PROGRAMS.
OBL| GATI ONS OF THE FEDERAL GOVERNVENT

A. NOTHI NG I N THE PLAN SHALL BE | NTERPRETED TO DI M NI SH OR
RELI EVE THE RESPONSI Bl LI TIES OF THE CONTRACTI NG AND ADM NI STERI NG AGENCI ES
PURSUANT TO EXECUTI VE ORDER 11246, AS AMENDED, W TH RESPECT TO MATTERS NOT
COVERED | N THESE BI D CONDI Tl ONS.

B. THE PROCEDURES SET FORTH I N THE PLAN SHALL NOT APPLY TO
ANY CONTRACT WHEN THE HEAD OF THE AGENCY DETERM NES THAT SUCH CONTRACT IS
ESSENTI AL TO THE NATI ONAL SECURI TY AND THAT I TS AWARD W THOUT FOLLOW NG SUCH
PROCEDURE | S NECESSARY TO THE NATI ONAL SECURI TY. UPON MAKI NG SUCH A
DETERM NATI ON, THE AGENCY HEAD W LL NOTIFY, IN W TING THE D RECTOR OF THE
OFFI CE
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OF FEDERAL CONTRACT COWVPLI ANCE PROGRAMS W THI N 30 DAYS.

C. NOTHI NG IN THE PLAN SHALL BE | NTERPRETED TO DI M NI SH
THE PRESENT CONTRACT COWPLI ANCE REVI EW AND COVPLI ANT PROGRAMS.
D. REQUESTS FOR EXEMPTI ONS FROM THE PLAN MUST BE MADE I N

VWRI TI NG W TH JUSTI FI CATI ON, TO THE DI RECTOR, OFFI CE OF FEDERAL CONTRACT
COVPLI ANCE PROGRAMS, U. S, DEPARTMENT OF LABOR, WASHI NGTON, D. C., 20210, AND
SHALL BE FORWARDED THROUGH AND W TH THE ENDORSEMENT OF THE HEAD OF THE
CONTRACTI NG OR ADM NI STERI NG AGENCY.

SIGNED THI' S DAY OF

DI RECTOR, OFFI CE OF FEDERAL
Contract Conpliance Prograns

(0]0)
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FmHA Suppl ement al General Conditions

The provisions of the Farners Hone Adm nistration (FmHA) Suppl erental General
Condi tions as described herein change, anmend, or suppl enment the General
Conditions and shall supersede any conflicting provisions of this CONTRACT.

Al l

provi sions of the General Conditions which are not changed, amended, or

suppl enented, remain in full force.

OOk wNE

CONTRACT APPROVAL 9. SMALL, M NORITY AND WOMEN S
CONTRACT CHANGE ORDERS BUSI NESSES
PARTI AL PAYMENT ESTI MATES 10.  ANTI - KI CKBACK
CONFLI CT OF | NTEREST 11. VI OLATI NG FACI LI TI ES
PROTECTI ON OF LI VES AND PROPERTY 12. STATE ENERGY PQOLI CY
REMEDI ES 13. EQUAL OPPORTUNI TY
REQUI REMENTS
GRATUI TI ES 14. CERTI FI CATE OF OWNER' S
ATTORNEY
AUDI T AND ACCESS TO RECORDS 15. FnmHA CONCURRENCE

Contract Approval .

1.1 The OAMNER and the CONTRACTOR will furnish the OABNER S Attorney such
evi dence as required so that the OMER S Attorney can conpl ete and
execute "Certificate of Ower's Attorney" (Section 14) before the OMER
submts the executed Contract Documents to FmHA for approval.

1.2 Concurrence by the FmHA State Director or designee in the award of
the CONTRACT is required before it is effective and the "FnHA
Concurrence" (Section 15), shall be attached and nmade a part of the
Agr eenent .

1.3 Wen a Perfornmance BOND and Paynent BOND are provided, the United
States acting through the Farmers Hone Administration will be named as
co-obligee in these BONDS unl ess prohibited by State law. Surety
conpani es executi ng BONDS must appear on the Treasury Departnent's nost
current list (G rcular 570 as amended) and be authorized to transact
business in the State where the project is |ocated.

1.4 This CONTRACT is expected to be funded in part with funds fromthe
FrHA. Neither the United States nor any of its departments, agencies,
or enployees is or will be a party to this CONTRACT or any SUBCONTRACT.

Contract Change Orders.

2.1 Al changes affecting the project's construction cost or

nodi fications of the terns or conditions of the contract mnust be

aut horized by means of a witten contract change order which is mutually
agreed to by the OMNER and CONTRACTOR and is approved by FnHA. The
contract change order will include extra work, work for which quantities



have been altered fromthose shown in the bidding schedule, as well as
decreases or increases in the quantities of installed units which are
di fferent than those shown in the bidding schedul e because of final
nmeasurenents. Al changes nmust be recorded on a contract change order
before they can be included in a partial paynent estimate.
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2.2 FormRD 1924-7, "Contract Change Order" or simlar form approved
by FmHA shall be used to record CONTRACT changes. (Revised 5-12-87
SPECI AL PN.)

2.3 Wen the CONTRACT sumis, in whole or in part, based on unit
prices, the OANNER reserves the right to increase or decrease a unit
price quantity as nay be deened reasonable or necessary in order to
conplete the work contenpl ated by this CONTRACT.

3. Partial Paynent Estimates.

3.1 FormRD 1924-18, "Partial Payment Estimate," or simlar form
approved by FmHA shall be used when periodic paynents due the
CONTRACTOR.  (Revi sed 5-12-87, SPECI AL PN.)

3.2 The OMNER may after consultation with the ARCH TECT/ ENG NEER

wi t hhol d or, on account of subsequently discovered evidence, nullify the
whol e or part of any approved partial payment estinmate to such extent as
may be necessary to protect the OMER fromloss on account of:

3.2.1 Defective work not remnedied.
3.2.2 Cainms filed.

3.2.3 Failure of CONTRACTOR to make payments properly to
subcontractors or suppliers.

3.2.4 A reasonabl e doubt that the WORK can be conpleted for the
bal ance t hen unpai d.

3.2.5 Damage to anot her CONTRACTOR

3.2.6 Performance of WORK in violation of the terns of the CONTRACT
DOCUNVENTS.

3.3 Were WORK on unit price itens is substantially conpl ete but
| acks testing, clean-up and/or corrections, amunts shall be
deducted fromunit prices in partial payment estinmates to anply
cover such testing, clean-up and/or corrections.

3.4 Wen the itens in 3.2 and 3.3 are cured, paynent shall be made
for amounts withheld because of them

3.5 Payments will not be made that woul d deplete the retai nage nor
pl ace in escrow any funds that are required for retainage nor invest
the retainage for the benefit of the CONTRACTOR
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4. Conflict of Interest.

4.1. Unacceptabl e bidders. An ENG NEER or ARCHI TECT (i ndi vidual or
firmincluding persons they enploy) who has prepared plans and
specifications will not be considered an acceptable bidder. Any firmor
corporation in which such ENG NEER or ARCHI TECT (i ncl udi ng persons they
enploy) is an officer, enployee, or holds or controls a substantia
interest will not be considered an acceptable bidder. Contracts or
purchases by the CONTRACTOR shall not be awarded or nade to a supplier
or manufacturer if the ENG NEER or ARCHI TECT (firm or individual) who
prepared the plans and specifications has a corporate or financia
affiliation with the supplier or manufacturer. Bids will not be awarded
to firnms or corporations which are owned or controlled wholly or in part
by a nenber of the governing body of the OAMNER or to an individual who
is such a nmenber.

4.2. The OMER S officers, enployees, or agents shall not engage in the
award or administration of this CONTRACT if a conflict of interest, rea
or apparent, would be involved. Such a conflict would arise when: (a)

t he enpl oyee, officer or agent; (b) any nember of their imediate
famly; (c) their partner or (d) an organization which enploys, or is
about to enploy, any of the above baa financial or interest in the
CONTRACTOR. The OMER S officers, enployees, or agents shall neither
solicit nor accept gratuities, favors or anything of nonetary value from
t he CONTRACTOR or subcontractor.

5. Protection of Lives and Property

5.1 1In order to protect the lives and health of its enpl oyees under the
CONTRACT, the CONTRACTOR shall conply with all pertinent provisions of

t he Occupational Safety and Health Adm nistration (OSHA) and any State
Saf ety and Heal th agency requiremnents.

5.2 The CONTRACTOR al one shall be responsible for the safety,

ef ficiency, and adequacy of its plant, appliances, and methods, and for
any damage which may result fromtheir failure or their inproper
construction, maintenance or operation.

6. Renedi es. Unless otherwi se provided in this CONTRACT, all cl ainmns,

counterclaims, disputes, and other matters in question between the OMER
and
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t he CONTRACTOR arising out of or relating to this CONTRACT or the breach

thereof will be decided by arbitration if the parties mutually agree, or
in a court of competent jurisdiction within the State in which the OMER
i s |ocated.

6.1 The arbitration provisions of this section my be initiated by
either party to this CONTRACT by filing with the other party and the
ENG NEER/ ARCHI TECT a WRI TTEN REQUEST for arbitration.

6.2 Each party to this CONTRACT will appoint one arbitrator; the two
arbitrators will select a third arbitrator.

6.3 The arbitrators will select a hearing |ocation as close to the
OMER S | ocal e as possi bl e.

6.4 The procedure for conducting the hearings will followthe
Construction Industry Arbitration Rules of the Anerican Arbitration
Associ ati on.

7. Gatuities.

7.1 1f the OMNER finds after a notice and hearing that the CONTRACTOR,
or any of the CONTRACTOR S agents or representatives, offered or gave
gratuities (in the formof entertainnent, gifts, or otherwi se) to any
of ficial, enployee, or agent of the OMER, the State, or FmHA officials
in an attenpt to secure this CONTRACT or favorable treatment in

awar di ng, amendi ng, or making any determinations related to the
performance of this CONTRACT, the OMNER may, by witten notice to the
CONTRACTOR, terminate this CONTRACT. The OANER may al so pursue ot her
rights and renedies that the Iaw or this CONTRACT provi des. However,

t he existence of the facts on which the OMNER bases such findings shall
be an issue and may be reviewed in proceedi ngs under the Remedi es cl ause
of this CONTRACT.

7.2 1In the event this CONTRACT is term nated as provided in paragraph
7.1 the OMNER may pursue the sane renedi es agai nst the CONTRACTOR as it
could pursue in the event of a breach of the CONTRACT by t he CONTRACTOR
As a penalty, in addition to any other damages to which it may be
entitled by law, the OMNER may pursue exenpl ary damages in an anmount has
determ ned by the OMER) which shall be not |ess than three nor nore
than ten tines the costs the CONTRACTOR incurs in providing any such
gratuities to any such officer or enployee.
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Audit and Access to Records. For all negotiated contracts (except
those of $10,000 or less), the FnmHA, the Conptroller Ceneral, the OMER
or any of their duly authorized representatives, shall have access to
any books, docunents, papers, and records of the CONTRACTOR, which are
pertinent to the CONTRACT, for the purpose of making audits,

exam nations, excerpts and transcriptions. The CONTRACTOR shal

maintain all required records for three years after final payment is
made and all other pending matters are cl osed.

Small, Mnority and Women' s Businesses. |f the CONTRACTOR intends to
| et any subcontracts for a portion of the work, the CONTRACTOR shal
take affirmative steps to assure that small, mnority and wonmen's

busi nesses are used when possi bl e as sources of supplies, equipnent,
construction, and services. Affirmative steps shall consist of (1)
including qualified small minority, and wonen's busi nesses on
solicitation lists; (2) assuring that small, mnority and wonmen's

busi nesses are solicited whenever they are potential sources; (3)

di viding total requirenents when econonmically feasible, into small tasks
or quantities to permt maxi mum participation of small, mnority and
worren' s busi nesses; (4) establishing delivery schedul es, where the
requi rements of the work permt, which will encourage participation by
small, mnority and wonen's busi nesses; (5) using the services and
assi stance of the Small Busi ness Adm nistration, and the Mnority

Busi ness Devel opnent Agency of the U. S. Department of Commerce; (6)
requiring each party to a subcontract to take the affirmative steps of
this section; and (7) CONTRACTORS are encouraged to procure goods and
services from !l abor surplus area firnmns.

Anti - Ki ckback. The CONTRACTOR shall conply with the Copel and Anti -

Ki ckback Act (18 USC 874) as suppl enmented in Department of Labor

regul ations (29 CFR, Part 3). This act provides that each CONTRACTOR
shal | be prohibited frominducing, by any means, any person enployed in
the construction, completion, or repair of public facilities, to give up
any part of the compensation to which they are otherwi se entitled. The
OMER shall report all suspected or reported violations to FmHA

Violating Facilities. Were this CONTRACT exceeds $100, 000 the
CONTRACTOR shal | comply with all applicable standards, orders or

requi renents issued under section 306 of the Clean Air Act (42 U S. C
1857(h)), section 508 of the Clean Water Act (33 U S.C 1368), Executive
Order 11738, and Environmental Protection Agency regul ations 40 CFR Part
15 which prohibit the awardi ng of non-exenpt federal contracts, grants,
or loans to facilities included on EPA's list of violating facilities.
The CONTRACTOR will report violations to the EPA
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12.

13.

State Energy Policy. The CONTRACTOR shall conply with the Energy

Policy and Conservation Act (P.L. 94-163). Mandatory standards and
policies relating to energy efficiency, contained in the State Energy
Conservation Plan, shall be utilized.

Equal Opportunity Requirenments. For all contracts in excess of

$10, 000, the CONTRACTOR shall comply with Executive Order 11246,
entitled "Equal Enploynent Cpportunity,” as amended by Executive O der
11375, and as supplenmented in Departnent of Labor regulations (41 CFR
Part 60).

13.1 If the CONTRACT exceeds $10, 000, the CONTRACTOR wi |l execute
Form RD 400-6, "Conpliance Statement."

13.2 The CONTRACTOR S compliance with Executive Order 11246 shall be
based on its inplenentation of the Equal Opportunity C ause, specific
affirmative action obligations required by the Standard Federal Equa
Enmpl oyment Qpportunity Construction Contract Specifications, as set
forth in 41 CFR Part 60-4 and its efforts to neet the goals established
for the geographical area where the CONTRACT is to be performed. The
hours of minority and femal e enpl oyment and training nust be
substantially uni formthroughout the length of the CONTRACT, and in each
trade, and the CONTRACTOR shall nmake a good faith effort to enpl oy

m norities and wormen evenly on each of its projects. The transfer of
mnority or fermal e enpl oyees or trainees fromcontractor to contractor
or fromproject to project for the sole purpose of neeting the
CONTRACTOR' S goal s shall be a violation of the CONTRACT, the Executive
Order and the regulations in 41 CFR Part 60-4. Conpliance with the
goals will be nmeasured agai nst the total work hours performed.

13.3 The CONTRACTOR shall provide witten notification to the Director
of the Ofice of Federal Contract Conpliance Prograns within 10 working
days of award of any construction subcontract in excess of $10,000 at
any tier for construction work under the CONTRACT resulting fromthis
solicitation. The notification shall list the nane, address and

t el ephone nunber of the subcontractor; enployer identification nunber;
estimated dollar amount of subcontract; estimated starting and

conpl etion dates of the subcontract; and the geographical area in which
t he CONTRACT is to be perforned.
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14. Certificate of Owmer's Attorney.
I, the undersigned, , the duly authorized and

acting | egal representative of
, do hereby certify as foll ows

| have exami ned the attached contract(s) and performance and paynent
bond(s) and the manner of execution thereof, and I am of the opinion that each
of the aforesaid agreenents are adequate and have has been duly executed by
the proper parties thereto acting through their duly authorized
representatives; that said representatives have full power and authority to
execute said agreenments on behalf of the respective parties naned thereon; and
that the foregoi ng agreenents constitute valid and | egally binding obligations
upon the parties executing the same in accordance with ternms, conditions, and
provi si ons thereof.

Dat e:

NOTE: Del ete phrase "perfornmance and paynent bonds" when not applicable.
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15.

FmHA Concurrence.

As | ender or insurer of funds to defray the costs of this contract, and
without liability for any paynents thereunder, the Farmers Hone
Admi ni stration (FmHA) hereby concurs in the award of this CONTRACT to

U S. Department of Agriculture
Farmmers Hone Adm nistration

By Title

Dat e

Thi s CONTRACT shall not be effective unless and until concurred in by the
State Director of the Farners Home Administration, U S. Departnent of
Agriculture or a del egated representative.
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(Gui de 19)
AGREEMENT
THI S AGREEMENT, nmde this day of _ , 19 | by
and bet ween , hereinafter called "OMER
(name of Owner), (an Individual)
and doi ng busi ness as (an individual,) or

(a partnership,) or (a corporation) hereinafter called "CONTRACTOR'.
W TNESSETH: That for and in consideration of the paynents and agreenents
herein after mentioned:

1. The CONTRACTOR will conmence and conplete the construction of

2. The CONTRACTOR will furnish all of the materials, supplies, tools,
equi prent, |abor, and other services necessary for the construction and
conpl etion of the PRQIECT descri bed herein.

3. The CONTRACTOR will commence the work required by the CONTRACT
DOCUMENTS wi t hi n cal endar days after the date of the NOTI CE TO
PROCEED and will conplete the same within cal endar days unl ess
the period for conpletion is extended otherw se by the CONTRACT DOCUMENTS.

4. The CONTRACTOR agrees to performall of the WORK described in the
CONTRACT DOCUMENTS and conply with the ternms therein for the sum of
$ or as shown in the BID schedul e.

5. The term " CONTRACT DOCUMENTS" MEANS and includes the foll ow ng:
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(A
(B)
(O
(D)
(B)
(F)
(G
(H)
(1)
(J)
(K)
(1)
(M

(N)

(O

Adverti sement For Bl DS

| nformati on For
BI D
Bl D BOND

Agr eement

Bl DDERS

Ceneral Conditions

SUPPLEMENTAL GENERAL CONDI TI ONS

Payment BOND

Per f or mrance BOND

NOTI CE OF AWARD

NOTI CE TO PROCEED

CHANGE ORDER

DRAW NGS prepared by

nunber ed t hr ough and dated
SPECI FI CATI ONS prepared or issued by

dat ed , 19

ADDENDA:

No. dat ed 19




RD I nstruction 1942-A
(Qui de 19) (Page 3)
(Revision 1)

6. The OMNER will pay to the CONTRACTOR in the manner and at such tines
as set forth in the General Conditions such amounts as required by the
CONTRACT DOCUMENTS.

7. This Agreenent shall be binding upon all parties hereto and their
respective heirs, executors, adm nistrators, successors, and assigns.

IN WTNESS WHEREOF, the parties hereto have executed or caused to be executed
by their duly authorized official, this Agreement in

( ) copies each of which shall be deened an original on the
(Number of Copies) date first above witten.

OMNER
BY
Nanme
(Pl ease Type)
Title
( SEAL)
ATTEST:
Nanme
(Pl ease Type)
Title

(1-15-79) SPECI AL PN
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( SEAL)

ATTEST:

(Pl ease Type)

RD I nstruction 1942-A

CONTRACTOR:
BY
Name
(Pl ease Type)
Addr ess

Enpl oyer ldentification
Nurber
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ADVERTI SEMENT FCR BI DS

Omner

Addr ess

Separate sealed BIDS for the construction of (briefly describe nature,

scope, and major elenments of the work)

will be received by

at the office of

until , (Standard Tinme - Daylight Savings Tine)
19 , and then at said office publicly opened and read al oud.
The CONTRACT DOCUMENTS may be exami ned at the follow ng | ocations:
Copi es of the CONTRACT DOCUMENTS nay be obtained at the office of
| ocat ed at
upon paynent of $ for each set.
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Any BI DDER, upon returning the CONTRACT DOCUMENTS pronptly and in
good condition, will be refunded the payment, and any non-bi dder upon

so returning the CONTRACT DOCUMENTS will be refunded $

DATE
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I NFORMVATI ON FOR BI DDERS

BIDS will be received by

(herein called the "OMNER"), at

until , 19 , and then at said office publicly

opened and read al oud.

Each BI D rmust be submitted in a seal ed envel ope, addressed to
at .
Each seal ed envel ope containing a BID nmust be plainly marked on the outside as
BI D for and the envel ope
shoul d bear on the outside the BIDDER S nane, address, and |icense nunber if
applicabl e, and the nane of the project for which the BIDis submtted. |If
forwarded by mail, the seal ed envel ope containing the BID nust be enclosed in
anot her envel ope addressed to the OMER at

Al BIDS nmust be made on the required BID form Al blank spaces for BID
prices nust be filled in, in ink or typewitten, and the BID form nust be
fully conmpleted and executed when submitted. Only one copy of the BID formis
required.

The OMNER may wai ve any informalities or minor defects or reject any and
all BIDS. Any BID may be withdrawn prior to the above scheduled tine for the
openi ng of BIDS or authorized postponenent thereof. Any BID received after
the tine and date specified shall not be considered. No BIDDER nay w thdraw a
BID within 60 days after the actual date of the opening thereof. Should there
be reasons why the contract cannot be awarded within the specified period, the
time may be extended by nutual agreenment between the OANER and the BI DDER

Bl DDERS must satisfy thenmsel ves of the accuracy of the estimated
guantities in the BID Schedul e by examination of the site and a review of the
drawi ngs and specifications including ADDENDA. After BIDS have been
submi tted, the BIDDER shall not assert that there was a m sunderstanding
concerning the quantities of WORK or of the nature of the WORK to be done.

The OMER shall provide to BIDDERS prior to BIDDING all information

which is pertinent to, and delineates and describes, the | and owned and
ri ghts-of-way acquired or to be acquired.

(1-15-79) SPECIAL PN
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The CONTRACT DOCUMENTS contain the provisions required for the
construction of the PROJECT. Information obtained froman officer, agent, or
enpl oyee of the OANER or any other person shall not affect the risks or
obligations assumed by the CONTRACTOR or relieve the contractor from
fulfilling any of the conditions of the contract.

Each BI D rmust be acconpani ed by a BI D bond payable to the OMER for five
percent of the total anmount of the BID. As soon as the BID prices have been
conpared, the OANER will return the BONDS of all except the three | owest
responsi bl e BI DDERS. When the Agreenent is executed the bonds of the two
remai ni ng unsuccessful BIDDERS will be returned. The Bl D BOND of the
successful BIDDER will be retained until the paynent BOND and performance BOND
have been executed and approved, after which it will be returned. A certified
check may be used in lieu of a BI D BOND.

A performance BOND and a payment BOND each in the amount of 100 percent
of the CONTRACT PRICE, with a corporate surety approved by the OMER, wll be
required for the faithful performance of the contract.

Attorneys-in-fact who sign Bl D BONDS or paymnment BONDS and performance
BONDS rmust file with each BOND a certified and effective dated copy of their
power of attorney.

The party to whomthe contract is awarded will be required to execute the
Agreenent and obtain the performance BOND and payment BOND within ten (10)
cal endar days fromthe date when NOTICE OF AWARD i s delivered to the Bl DDER
The NOTI CE OF AWARD shal |l be acconpani ed by the necessary Agreenment and BOND
forms. In case of failure of the BIDDER to execute the Agreenent, the OMER
may consider the BIDDER in default, in which case the Bl D BOND acconpanyi ng
t he proposal shall become the Property of the OAMER

The OMNER within ten (10) days of receipt of acceptable performance BOND,
paynment BOND and Agreenent signed by the party to whomthe Agreement was
awar ded shall sign the Agreenent and return to such party an executed
duplicate of the Agreenment. Should the OANER not execute the Agreenent within
such period, the BIDDER may by WRI TTEN NOTI CE wi t hdraw t he signed Agreenent.
Such notice of w thdrawal shall be effective upon receipt of the notice by the
ONNER.

The NOTI CE TO PROCEED shall be issued within ten (10) days of the
execution of the Agreenment by the OMER  Should there be reasons why the
NOTI CE TO PROCEED cannot be issued within such period, the time my be
ext ended by nutual agreement between the OMER AND CONTRACTOR. If the NOTICE
TO PROCEED has not been issued within the ten (10) day period or within the
peri od nutual |y agreed upon, the CONTRACTOR nay term nate the Agreenent
wi thout further liability on the part of either party.

The OMNER may nake such investigations as deened necessary to determn ne
the ability of the BIDDER to performthe WORK, and the BIDDER shall furnish to
the OMNER all such information and data for this purpose as the OMER
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may request. The OMNNER reserves the right to reject any BID if the evidence
subm tted by, or investigation of, such BIDDER fails to satisfy the OANER t hat
such BIDDER is properly qualified to carry out the obligations of the
Agreenent and to conplete the WORK cont enpl ated t herein.

A conditional or qualified BIDw Il not be accepted.
Award will be made to the | owest responsi bl e Bl DDER

Al'l applicable laws, ordinances, and the rules and regul ati ons of all
aut horities having jurisdiction over construction of the PROIECT shall apply
to the contract throughout.

Each BIDDER is responsible for inspecting the site and for reading and
bei ng thoroughly famliar with the CONTRACT DOCUMENTS. The failure or
om ssion of any BIDDER to do any of the foregoing shall in no way relieve any
Bl DDER from any obligation in respect to its BID.

Further, the BI DDER agrees to abide by the requirenents under Executive
Order No. 11246, as amended, including specifically the provisions of the
equal opportunity clause set forth in the SUPPLEMENTAL GENERAL CONDI TI ONS.

The | ow BI DDER shal |l supply the names and addresses of major naterial
SUPPLI ERS and SUBCONTRACTORS when required to do so by the OANNER.

I nspection trips for prospective BIDDERS will |eave fromthe office of
t he
at

The ENG NEER I S . The ENG NEER S

address is
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BI D
Proposal of (hereinafter called

"Bl DDER"'), organi zed and exi sting under the | aws of the State of
doi ng busi ness as *.  To

t he

(hereinafter called "OMER").
In conpliance with your Advertisenment for Bids, BlIDDER hereby proposes to
performall WORK for the construction of

in

strict accordance with the CONTRACT DOCUMENTS, within the time set forth
therein, and at the prices stated bel ow

By submission of this BID, each BIDDER certifies, and in the case of a
joint BID each party thereto certifies as to its own organi zation, that this
Bl D has been arrived at independently, w thout consultation, conmunication, or
agreement as to any nmatter relating to this BIDwith any other BIDDER or with
any conpetitor.

Bl DDER hereby agrees to conmence WORK under this contract on or before a
date to be specified in the NOTI CE TO PROCEED and to fully conplete the
PROIECT within consecutive cal endar days thereafter.

Bl DDER further agrees to pay as |iquidated damages, the sumof & for
each consecutive cal endar day thereafter as provided in Section 15 of the
General Conditions.
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Bl DDER acknow edges recei pt of the foll ow ng ADDENDUM

* |nsert "a corporation", "a partnership", or "an individual" as applicable.

Bl DDER agrees to performall the work described in the CONTRACT DOCUMENTS
for the following unit prices or lunp sum

Bl D SCHEDULE
NOTE: BIDS shall include sales tax and all other applicable taxes and

f ees.

NO. | TEM UNI T UNI T PRI CE AMOUNT TOTAL PRI CE
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NO. | TEM UNI T UNI T PRI CE AMOUNT TOTAL PRI CE
TOTAL OF BID . . . « v v i i e e s
LUWP SUM PRICE (if applicable) . . . . .

Respectful ly subnmitted:

Si gnature Addr ess

Title Dat e

Li cense nunber (if applicable)

SEAL - (if BIDis by a corporation)
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KNOW ALL MEN BY THESE PRESENTS, that we, the undersigned,
as Principal, and

as Surety, are hereby held and
firmy bound unto as OMNER in the penal sum of

for the paynent of
which, well and truly to be made, we hereby jointly and severally bind
our sel ves, successors and assigns.

Signed, this day of , 19 .
The Condition of the above obligation is such that whereas the Principal has
submitted to a certain BID,

attached hereto and hereby made a part hereof to enter into a contract in
witing, for the

NOW THEREFORE,
(a) If said BID shall be rejected, or
(b) If said BID shall be accepted and the Principal shall execute
and deliver a contract in the Formof Contract attachment hereto
(Properly conpleted in accordance with said BID) and shall furnish a BOND
for faithful perfornmance of said contract, and for the paynent of al
persons performng | abor furnishing materials in connection therewth,
and shall in all other respects performthe agreenment created by the
acceptance of said BID, then this obligation shall be void, otherw se the
same shall remain in force and effect; it being expressly understood and
agreed that the liability of the Surety for any and all clains hereunder
shall, in no event, exceed the penal anpbunt of this obligation as herein
st at ed.
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The Surety, for value received, hereby stipulates and agrees that the
obligations of said Surety and its BOND shall be in no way inpaired or

af fected by any extension of the time within which the OMER may accept such
BI D, and said Surety does hereby waive notice of any such extension

I N WTNESS WHEREOF, the Principal and the Surety have hereunto set their hands
and seal s, and such of them as are corporations have caused their corporate
seals to be hereto affixed and these presents to be signed by their proper

of ficers, the day and year first set forth above.

(L.S.)

Pri nci pa

Surety

By:

| MPORTANT - Surety conpani es executi ng BONDS nust appear on the Treasury
Department's nost current list (Circular 570 as anended) and be authorized to
transact business in the state where the project is |ocated.

0Qo
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PERFORMANCE BOND

KNOW ALL PERSONS BY THESE PRESENTS: that

(Narme of Contractor)

(Address of Contractor)

a , hereinafter called Principal,
and
(Corporation, Partnership, or |ndividual)

(Narme of Surety)

(Address of Surety)
herei nafter called Surety, are held and firmy bound unto

(Narme of Owner)

(Address of Oaner)

herei nafter called OMER, and the United States of Anerica acting through the
Farmers Hone Adm nistration hereinafter referred to as the Governnent in the
total aggregate penal sum of

Dollars ($ )

in lawful noney of the United States, for the paynent of which sumwell and
truly to be made, we bind ourselves, our heirs, executors, adm nistrators,
successors, and assigns, jointly and severally, firnmly by these presents.

THE CONDI TION OF THI'S OBLI GATION i s such that whereas, the Principal entered
into a certain contract with the OMNER, dated the = day of

19, a copy of which is hereto attached and made a part hereof for the
construction of:
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NOW THEREFORE, if the Principal shall well, truly and faithfully performits
duties, all the undertakings, covenants, terns, conditions, and agreenments of
said contract during the original termthereof, and any extensions thereof

whi ch may be granted by the OANER, or GOVERNMENT, with or without notice to
the SURETY and during the one year guaranty period and if the PRI NCl PAL shal
satisfy all clainms and demands incurred under such contract, and shall fully

i ndermi fy and save harm ess the OANER and GOVERNMENT from all costs and
damages which it may suffer by reason of failure to do so, and shall reinburse
and repay the OANER and GOVERNMENT all outlay and expense whi ch the OMER and
GOVERNMENT may i ncur in making good any default, then this obligation shall be
void, otherwise to remain in full force and effect.

PROVI DED, FURTHER, that the liability of the PRI NCI PAL AND SURETY hereunder to
t he GOVERNMENT shall be subject to the same linmtations and defenses as may be
avail abl e to them agai nst a clai mhereunder by the OMER, provided, however,
that the GOVERNMENT may, at its option, perform any obligations of the OMER
required by the contract.

PROVI DED, FURTHER, that the said SURETY, for val ue received hereby stipul ates
and agrees that no change, extension of time, alteration or addition to the
terms of the contract or to WORK to be perforned thereunder or the
SPECI FI CATI ONS acconpanyi ng sane shall in any way affect its obligation on
this BOND, and it does hereby waive notice of any such change, extension of
tine, alteration or addition to the ternms of the contract or to the WORK or to
t he SPECI FI CATI ONS

PROVI DED, FURTHER, that it is expressly agreed that the BOND shall be deened
amended automatically and i mediately, w thout formal and separate amendnents
hereto, upon amendnent to the Contract not increasing the contract price nore
than 20 percent, so as to bind the PRINCI PAL and the SURETY to the full and
fai thful performance of the CONTRACT as so amended. The term "Anendnent"”,
wherever used in this BOND, and whether referring to this BOND, the Contract
or the Loan Docunents shall include any alteration, addition, extension, or
nodi ficati on of any character whatsoever.

PROVI DED, FURTHER, that no final settlenment between the OANER or GOVERNMVENT
and the PRINCI PAL shall abridge the right of the other beneficiary hereunder
whose claimmay be unsatisfied. The OMER and GOVERNMENT are the only
benefi ci ari es hereunder
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IN WTNESS WHEREOF, this instrunent is executed in counterparts, each
Nunber
one of which shall be deened an original, this the __ day of _
ATTEST:
Princi pal

(Principal) Secretary

( SEAL)
By (s)
(Wtness as to Principal) ( Addr ess)
(Addr ess)
Surety
ATTEST:
BY
Wtness to Surety At t or ney-i n- Fact
(Addr ess) ( Addr ess)

NOTE: Date of BOND rmust not be prior to date of Contract.

I f CONTRACTOR is partnership, all partners should execute BOND.
| MPORTANT: Surety conpani es executi ng BONDS nust appear on the Treasury
Department's nost current list (Circular 570 as anended) and be authorized to
transact business in the state where the Project is |ocated.

(0]0 )
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PAYMENT BOND

KNOW ALL PERSONS BY THESE PRESENTS: t hat

(Name of Contractor)

(Address of Contractor)
a hereinafter called PRI NCI PAL and
(Corporation, Partnership or Individual)

(Name of Surety)
herei nafter called SURETY, are held and firmy bound unto

(Narme of Owner)

(Address of Owaner)
herei nafter called OMER and the United States of America acting through the
Farnmers Home Administration hereinafter referred to as GOVERNMENT, and unto
all persons, firms, and corporations who or which may furnish | abor, or who
furnish materials to performas described under the contract and to their
successors and assigns in the total aggregate penal sumof
Dollars ($ )
in lawful noney of the United States, for the paynent of which sumwell and
truly to be made, we bind ourselves, our heirs, executors, adm nistrators,
successors, and assigns, jointly and severally, firnmly by these presents.

THE CONDI TION OF THI' S OBLI GATION i s such that whereas, the PRI NCIPAL entered
into a certain contract with the OABNER, dated the day of

19 , a copy of which is hereto attached and nmade a part hereof for
the construction of:

NOW THEREFORE, if the PRINCIPAL shall pronptly make paynment to all persons,
firms, and corporations furnishing materials for or performng labor in the
prosecution of the WORK provided for in such contract, and any authorized

ext ensions or nodification thereof, including all anobunts due for materials,

[ ubricants, oil, gasoline, coal and coke, repairs on machinery, equi pment and
tool s, consunmed or used in connection with the construction of such WORK, and
for all labor cost incurred in such WORK i ncluding that by a SUBCONTRACTOR,
and to any mechanic or material man |ienhol der whether it acquires its lien by
operation of State or Federal |law, then this obligation shall be void,
otherwise to remain in full force and effect.
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PROVI DED, that beneficiaries or clainmants hereunder shall be limted to the
SUBCONTRACTORS, and persons, firms, and corporations having a direct contract
with the PRINCIPAL or its SUBCONTRACTORS

PROVI DED, FURTHER, that the said SURETY for val ue received hereby stipul ates
and agrees that no change, extension of time, alteration or addition to the
terms of the contract or to the WORK to be performed thereunder or the
SPECI FI CATI ONS accomnpanyi ng the same shall in any way affect its obligation on
this BOND, and it does hereby waive notice of any such change, extension of
tinme, alteration or addition to the terms of this contract or to the WORK or
to the SPECI FI CATI ONS

PROVI DE, FURTHER, that no suit or action shall be conmenced hereunder by any
claimant: (a) Unless clainmant, other than one having a direct contract with
the PRI NCIPAL (or with the GOVERNMENT in the event the GOVERNMENT Is
perform ng the obligations of the OMER), shall have given witten notice to
any two of the followi ng: The PRI NCIPAL, the OMNER, or the SURETY above naned
within ninety (90) days after such claimant did or performed the last of the
work or |abor, or furnished the last of the materials for which said claimis
made, stating with substantial accuracy the amount cl ained and the name of the
party to whomthe nmaterials were furnished, or for whomthe work or |abor was
done or performed. Such notice shall be served by mailing the sane by

regi stered mail or certified mail, postage prepaid, in an envel ope addressed
to the PRI NClI PAL, OANER, or SURETY, at any place where an office is regularly
mai nt ai ned for the transacti on of business, or served in any manner in which

| egal process may be served in the state in which the aforesaid project is

| ocated, save that such service need not be nade by a public officer. (b)
After the expiration of one (1) year followi ng the date of which PRI NCl PAL
ceased work on said CONTRACT, is being understood, however, that if any
l[imtation embodied in the BOND is prohibited by any | aw controlling the
construction hereof, such limtation shall be deenmed to be amended so as to be
equal to the mininmumperiod of limtation permtted by such | aw

PROVI DED, FURTHER, that it is expressly agreed that this BOND shall be deemned
amended autonmatically and i mediately, w thout formal and separate amendnents
hereto, upon amendnent to the Contract not increasing the contract price nore
than 20 percent, so as to bind the PRINCI PAL and the SURETY to the full and
fai thful performance of the Contract as so amended. The term "Anendnent",
wherever used in this BOND and whether referring to this BOND, the contract or
the | oan Docurments shall include any alteration, addition, extension or
nodi fi cati on of any character whatsoever.

PROVI DED, FURTHER, that no final settlenment between the OANER or GOVERNVENT
and the CONTRACTOR shall abridge the right of any beneficiary hereunder, whose
cl aim may be unsati sfi ed.
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W TNESS WHEREOF, this instrument is executed in ___ counterparts, each of
Nunber
whi ch shall be deemed an original, this the day of
ATTEST:
Pri nci pal

(Principal) Secretary

( SEAL)
By (s)
( Addr ess)
Wtness as to Principal
(Addr ess)
Surety
ATTEST:
By
Wtness as to Surety At t or ney-i n- Fact
(Addr ess) (Addr ess

NOTE: Date of BOND rmust not be prior to date of Contract.

I f CONTRACTOR Is partnership, all partners should execute BOND.
| MPORTANT: Surety conpani es executi ng BONDS nust appear on the Treasury
Department's nost current list (Circular 570 as anended) and be authorized to
transact business in the State where the Project is |ocated.

0Qo
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NOTI CE OF AWARD

TO

PROQIECT Descri pti on:

The OMER has considered the BID subnmitted by you for the above descri bed
WORK in response to its Advertisenment for Bids dated , 19 ,
and Information for Bidders.

You are hereby notified that your BID has been accepted for items in the
amount of $

You are required by the Information for Bidders to execute the Agreenent
and furnish the required CONTRACTOR S Perfornmance BOND, Paynent BOND and
certificates of insurance within ten (10) cal endar days fromthe date of this
Notice to you.

If you fail to execute said Agreement and to furnish said BONDS within
ten (10) days fromthe date of this Notice, said OMER will be entitled to
consider all your rights arising out of the OMER s acceptance of your BID as
abandoned and as a forfeiture of your BID BOND. The OMNER will be entitled to
such other rights as may be granted by | aw.

You are required to return an acknow edged copy of this NOTI CE OF AWARD
to the OMER

Dated this day of , 19

Owner

By

Title

ACCEPTANCE OF NOTI CE

Recei pt of the above NOTI CE OF AWARD i s hereby acknow edged

by
this the day of , 19
By
Title
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NOTI CE TO PROCEED

TO DATE:

Proj ect:

You are hereby notified to cormence WORK i n accordance with the Agreenent
dat ed , 19 , on or before , 19 |, and you are to
conplete the WORK within consecutive cal endar days
thereafter. The date of conpletion of all WORK is therefore
19_ .

Omner

By

Title

ACCEPTANCE OF NOTI CE
Recei pt of the above NOTI CE TO PRO

CEED i s hereby acknow edged by

this the

By

Title

Enpl oyer ldentification
Nurber

(0]0 )
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GENERAL CONDI TI ONS

1. Definitions 17. Subsurface Conditions
2. Additional Instructions and Detail 18. Suspension of Work,

Dr awi ngs Term nation, and Del ay
3 Schedul es, Reports, and Records 19. Paynents to Contractor
4. Drawi ngs and Specifications 20. Acceptance of Final
5.  Shop Draw ngs Paynment as Rel ease
6 Materials, Services, and Facilities 21. Insurance
7 I nspection and Testing 22. Contract Security
8. Substitutions 23. Assignnents
9. Patents 24. I ndemmification
10. Surveys, Permts, Regul ations 25. Separate Contracts
11. Protection of Whrk, Property, Persons 26. Subcontracting
12. Supervision by Contractor 27. Engineer's Authority
13. Changes in the Work 28. land and Ri ghts-of - Wy
14. Changes in Contract Price 29. @uaranty
15. Time for Conpletion and Liqui dated 30. Arbitration

Damages 31. Taxes

16. Correction of Wrk
1. DEFI NI TI ONS

1.1 Wherever used in the CONTRACT DOCUMENTS, the followi ng terns shall have
t he neani ngs indi cated and shall be applicable to both the singular and plural
t her eof :

1.2 ADDENDA - Witten or graphic instruments issued prior to the execution of
t he Agreenent which nmodify or interpret the CONTRACT DOCUMENTS, DRAW NGS and
SPECI FI CATI ONS, by additions, deletions, clarifications, or corrections.

1.3 BID - The offer or proposal of the BIDDER subnmitted on the prescribed
formsetting forth the prices for the WORK to be performed.

1.4 BIDDER - Any person, firm or corporation subnmitting a BID for the WORK

1.5 BONDS - Bid, Performance, and Payment Bonds and other instrunents of
surety, furnished by the CONTRACTOR and the CONTRACTOR S surety in accordance
with the CONTRACT DOCUMENTS.

1.6 CHANGE ORDER - A witten order to the CONTRACTOR authorizing an addition,
deletion, or revision in the WORK within the general scope of the CONTRACT
DOCUMENTS, or authorizing an adjustrment in the CONTRACT PRI CE or CONTRACT

TI ME.

1.7 CONTRACT DOCUMENTS - The contract, including Advertisenent For BI DS,

I nformati on For BIDDERS, BID, BID BOND, Agreenent, Payment BOND, Perfornance
BOND, NOTI CE OF AWARD, NOTI CE TO PROCEED, CHANGE ORDER, DRAW NGS,

SPECI FI CATI ONS, and ADDENDA.
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1.8 CONTRACT PRICE - The total nonies payable to the CONTRACTOR under the
terms and conditions of the CONTRACT DOCUMENTS.

1.9 CONTRACT TIME - The nunber of cal endar days stated in the CONTRACT
DOCUMENTS for the conpletion of the WORK

1.10 CONTRACTOR - The person, firm or corporation with whomthe OMER has
execut ed the Agreement.

1.11 DRAWNGS - The parts of the CONTRACT DOCUMENTS whi ch show t he
characteristics and scope of the WORK to be performed and whi ch have been
prepared or approved by the ENG NEER.

1.12 ENG NEER - The person, firm or corporation naned as such in the
CONTRACT DOCUMENTS.

1.13 FIELD ORDER - A witten order effecting a change in the WORK not
i nvol ving an adjustment in the CONTRACT PRI CE or an extension of the CONTRACT
TIME, issued by the ENG NEER to the CONTRACTOR during construction.

1.14 NOTICE OF AWARD - The witten notice of the acceptance of the BID from
the OMNER to the successful Bl DDER

1.15 NOTICE TO PROCEED - Witten conmunication issued by the OMNER to the
CONTRACTOR aut hori zing hinmlher to proceed with the WORK and establishing the
date for conmencenent of the WORK

1.16 OMER - A public or quasi-public body or authority, corporation,
associ ation, partnership, or an individual for whomthe WORK is to be
per f or med.

1.17 PRQIECT - The undertaking to be perforned as provided in the CONTRACT
DOCUMENTS.

1. 18 RESI DENT PRQIECT REPRESENTATI VE - The authorized representative of the
OMER who is assigned to the PRQJECT site or any part thereof.

1.19 SHOP DRAWNGS - All drawi ngs, diagrans, illustrations, brochures,
schedul es and other data which are prepared by the CONTRACTOR, a
SUBCONTRACTOR, nmnufacturer, SUPPLIER or distributor, which illustrate how
specific portions of the WORK shall be fabricated or install ed.

1.20 SPECIFI CATIONS - A part of the CONTRACT DOCUMENTS consisting of witten
descriptions of a technical nature of materials, equipnent, construction
systenms, standards and wor knmanshi p.
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1.21 SUBCONTRACTOR - An individual, firm or corporation having a direct
contract with CONTRACTOR or with any ot her SUBCONTRACTOR for the performance
of a part of the WORK at the site.

1.22 SUBSTANTI AL COVPLETION - That date certified by the ENG NEER when t he
construction of the PROJECT or a specified part thereof is sufficiently
conpl eted, in accordance with the CONTRACT DOCUMENTS, so that the PRQIECT or
specified part can be utilized for the purposes for which it is intended.

1.23 SUPPLEMENTAL GENERAL CONDI TI ONS - Modifications to General Conditions
required by a Federal agency for participation in the PRQECT and approved by
the agency in witing prior to inclusion in the CONTRACT DOCUMENTS, or such
requi rements that nay be inposed by applicable state | aws.

1.24 SUPPLIER - Any person or organization who supplies materials or
equi prent for the WORK, including that fabricated to a special design, but who
does not perform |l abor at the site.

1.25 WORK - All labor necessary to produce the construction required by the
CONTRACT DOCUMENTS, and all materials and equi prent incorporated or to be
i ncorporated in the PRQIECT.

1.26 WRITTEN NOTICE - Any notice to any party of the Agreement relative to
any 1 part of this Agreement in witing and consi dered delivered and the
service thereof conpleted, when posted by certified or registered nail to the
said party at their last given address, or delivered in person to said party
or their authorized representative on the WORK

2.  ADDI TI ONAL | NSTRUCTI ONS AND DETAI L DRAW NGS

2.1 The CONTRACTOR may be furnished additional instructions and detail
drawi ngs, by the ENG NEER, as necessary to carry out the WORK required by the
CONTRACT DOCUMENTS.

2.2 The additional drawi ngs and instructions thus supplied will become a part
of the CONTRACT DOCUMENTS. The CONTRACTOR shall carry out the WORK in
accordance with the additional detail drawi ngs and instructions.

3. SCHEDULES, REPORTS AND RECORDS
3.1 The CONTRACTOR shall submit to the OANER such schedul e of quantities and
costs, progress schedul es, payrolls, reports, estimates, records and ot her

data where applicable as are required by the CONTRACT DOCUMENTS for the WORK
to be perforned.
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3.2 Prior to the first partial payment estimate the CONTRACTOR shall submit
construction progress schedul es showi ng the order in which the CONTRACTOR
proposes to carry on the WORK, including dates at which the various parts of
the WORK will be started, estinmated date of conpletion of each part and, as
appl i cabl e:

3.2.1 The dates at which special detail drawings will be required; and

3.2.2 Respective dates for subm ssion of SHOP DRAW NGS, the begi nni ng of
manuf acture, the testing and the installation of materials, supplies and
equi prent .

3.3 The CONTRACTOR shall al so submit a schedul e of paynments that the
CONTRACTOR anticipates will be earned during the course of the WORK

4. DRAW NGS AND SPECI FI CATI ONS

4.1 The intent of the DRAWNGS and SPECI FI CATIONS is that the CONTRACTOR
shall furnish all labor, materials, tools, equipnent, and transportation
necessary for the proper execution of the WORK in accordance with the CONTRACT
DOCUMENTS and al |l incidental work necessary to conplete the PROJECT in an
accept abl e manner, ready for use, occupancy or operation by the OANER

4.2 In case of conflict between the DRAW NGS and SPECI FI CATI ONS, the
SPECI FI CATI ONS shal | govern. Figure dinmensions on DRAW NGS shall govern over
gener al DRAW NGS.

4.3 Any discrepancies found between the DRAW NGS and SPECI FI CATI ONS and site
conditions or any inconsistencies or anbiguities in the DRAWNGS or

SPECI FI CATI ONS shall be inmediately reported to the ENG NEER, in witing, who
shal |l pronptly correct such inconsistencies or anbiguities in witing. WRK
done by the CONTRACTOR after discovery of such di screpancies, inconsistencies
or anbiguities shall be done at the CONTRACTOR S ri sk.

5. SHOP DRAW NGS

5.1 The CONTRACTOR shall provide SHOP DRAW NGS as nmay be necessary for the
prosecution of the WORK as required by the CONTRACT DOCUMENTS. The ENG NEER
shall pronptly review all SHOP DRAW NGS. The ENG NEER S approval of any SHOP
DRAW NG shall not rel ease the CONTRACTOR fromresponsibility for deviations
fromthe CONTRACT DOCUMENTS. The approval of any SHOP DRAW NG whi ch
substantially deviates fromthe requirement of the CONTRACT DOCUMENTS shal |l be
evi denced by a CHANGE ORDER.

5.2 Wen subnitted for the ENG NEER s review, SHOP DRAW NGS shal | bear the
CONTRACTOR' S certification that he has revi ewed, checked and approved t he SHOP
DRAW NGS and that they are in conformance with the requirements of the
CONTRACT DOCUMENTS.
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5.3 Portions of the WORK requiring a SHOP DRAW NG or sanpl e subm ssi on shal
not begin until the SHOP DRAW NG or submi ssion has been approved by the

ENG NEER. A copy of each approved SHOP DRAW NG and each approved sanpl e shal
be kept in good order by the CONTRACTOR at the site and shall be available to
t he ENG NEER

6. MATERI ALS, SERVI CES AND FACI LI TI ES

6.1 It is understood that, except as otherw se specifically stated in the
CONTRACT DOCUMENTS, the CONTRACTOR shall provide and pay for all materials,

| abor, tools, equipment, water, |ight, power, transportation, supervision
tenmporary construction of any nature, and all other services and facilities of
any nature whatsoever necessary to execute, conplete, and deliver the WORK
within the specified tinme.

6.2 Materials and equi prent shall be so stored as to insure the preservation
of their quality and fitness for the WORK. Stored materials and equi pnent to
be incorporated in the WORK shall be | ocated so as to facilitate pronpt

i nspection.

6.3 Manufactured articles, materials, and equi pment shall be applied,
installed, connected, erected, used, cleaned and conditioned as directed by
t he manufacturer.

6.4 Materials, supplies, and equi pment shall be in accordance with sanpl es
subm tted by the CONTRACTOR and approved by the ENG NEER

6.5 Materials, supplies, or equipnment to be incorporated into the WORK shal
not be purchased by the CONTRACTOR or the SUBCONTRACTOR subject to a chatte
nort gage or under a conditional sale contract or other agreenent by which an
interest is retained by the seller

7. | NSPECTI ON AND TESTI NG
7.1 Al mterials and equi pnent used in the construction of the PRQECT shal
be subject to adequate inspection and testing in accordance with generally

accepted standards, as required and defined in the CONTRACT DOCUMENTS.

7.2 The OMER shall provide all inspection and testing services not required
by the CONTRACT DOCUMENTS

7.3 The CONTRACTOR shall provide at the CONTRACTOR S expense the testing and
i nspection services required by the CONTRACT DOCUMENTS
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7.4 1f the CONTRACT DOCUMENTS, |aws, ordinances, rules, regulations or orders
of any public authority having jurisdiction require any WORK to specifically
be i nspected, tested, or approved by soneone other than the CONTRACTOR, the
CONTRACTOR wi Il give the ENG NEER tinely notice of readi ness. The CONTRACTOR
will then furnish the ENG NEER the required certificates of inspection

testing or approval.

7.5 Inspections, tests, or approvals by the engineer or others shall not
relieve the CONTRACTOR fromthe obligations to performthe WORK i n accordance
with the requirenents of the CONTRACT DOCUMENTS.

7.6 The ENG NEER and the ENG NEER S representatives will at all tines have

access to the WORK. I n addition, authorized representatives and agents of any
participating Federal or State agency shall be pernmitted to inspect all work,
materials, payrolls, records or personnel, invoices of materials, and other

rel evant data and records. The CONTRACTOR will provide proper facilities for
such access and observation of the WORK and al so for any inspection or testing
t her eof .

7.7 1f any WORK is covered contrary to the witten instructions of the
ENG NEER it must, if requested by the ENG NEER, be uncovered for the
ENG NEER S observation and replaced at the CONTRACTOR S expense

7.8 |f the ENA NEER considers it necessary or advisable that covered WORK be
i nspected or tested by others, the CONTRACTOR, at the ENG NEER S request, wll
uncover, expose or otherw se make avail able for observation, inspection or
testing as the ENG NEER may require, that portion of the WORK in question
furnishing all necessary | abor, materials, tools, and equipment. If it is
found that such WORK is defective, the CONTRACTOR will bear all the expenses
of such uncovering, exposure, observation, inspection and testing and of

sati sfactory reconstruction, if, however, such WORK is not found to be

def ective, the CONTRACTOR will be allowed an increase in the CONTRACT PRI CE or
an extension of the CONTRACT TI Mg, or both, directly attributable to such
uncovering, exposure, observation, inspection, testing and reconstruction and
an appropriate CHANGE ORDER shall be issued.

8. SUBSTI TUTI ONS

8.1 Wienever a material, article, or piece of equipnment is identified on the
DRAW NGS or SPECI FI CATI ONS by reference to brand name or catal ogue nunbers, it
shal | be understood that this is referenced for the purpose of defining the
performance or other salient requirenents and that other products of equa
capacities, quality and function shall be considered. The CONTRACTOR may
recormmend the substitution of a material, article, or piece of equi pnent of
equal substance and function for those referred to in the CONTRACT DOCUMENTS
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by reference to brand name or catal ogue nunber, and if, in the opinion of the
ENG NEER, such material, article, or piece of equiprment is of equal substance
and function to that specified, the ENG NEER rmay approve its substitution and
use by the CONTRACTOR. Any cost differential shall be deductible fromthe
CONTRACT PRI CE and t he CONTRACT DOCUMENTS shall be appropriately nodified by
CHANGE ORDER. The CONTRACTOR warrants that if substitutes are approved, no
maj or changes in the function or general design of the PROJECT will result.

I nci dental changes or extra component parts required to acconmpdate the
substitute will be nade by the CONTRACTOR without a change in the CONTRACT
PRI CE or CONTRACT TI ME

9. PATENTS

9.1 The CONTRACTOR shall pay all applicable royalties and |icense fees, and
shal |l defend all suits or clains for infringenent of any patent rights and
save the OMER harm ess fromloss on account thereof, except that the OANER
shal | be responsi ble for any such | oss when a particul ar process, design, or
product of a particular manufacturer or manufacturers is specified, however,
if the CONTRACTOR has reason to believe that the design, process or product
specified is an infringenent of a patent, the CONTRACTOR shall be responsible
for such [oss unless the CONTRACTOR pronptly gives such information to the
ENG NEER.

10. SURVEYS, PERM TS, REGULATI ONS

10.1 The OMER shall furnish all boundary surveys and establish all base
lines for locating the principal component parts of the WORK together with a
sui tabl e nunber of bench marks adjacent to the WORK as shown in the CONTRACT
DOCUMENTS.  Fromthe information provided by the OMNER, unl ess ot herw se
specified in the CONTRACT DOCUMENTS, the CONTRACTOR shall devel op and make al
detail surveys needed for construction such as slope stakes, batter boards,
stakes for pipe |locations and other working points, lines, elevations and cut
sheet s.

10.2 The CONTRACTOR shall carefully preserve bench nmarks, reference points
and stakes and, in case of willful or careless destruction, shall be charged
with the resulting expense and shall be responsible for any m stake that nmay
be caused by their unnecessary |oss or disturbance.

10.3 Permits and |icenses of a tenporary nature necessary for the prosecution
of the WORK shall be secured and paid for by the CONTRACTOR unl ess ot herw se
stated in the SUPPLEMENTAL GENERAL CONDI TIONS. Pernits, |icenses and
easenents for permanent structures or permanent changes in existing facilities
shal |l be secured and paid for by the OMNER, unl ess otherw se specified. The
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CONTRACTOR shall give all notices and conply with all |aws, ordinances, rules
and regul ations bearing on the conduct of the WORK as drawn and specified. |If
t he CONTRACTOR observes that the CONTRACT DOCUMENTS are at variance therewith,
t he CONTRACTOR shall pronptly notify the ENG NEER in witing, and any
necessary changes shall be adjusted as provided in Section 13, CHANGES I N THE
WWORK

11. PROTECTI ON OF WORK, PROPERTY, AND PERSONS

11.1 The CONTRACTOR will be responsible for initiating, maintaining and
supervising all safety precautions and prograns in connection with the WORK
The CONTRACTOR will take all necessary precautions for the safety of, wll
provi de the necessary precautions for the safety of, and will provide the
necessary protection to prevent danage, injury or loss to all enployees on the
WORK and ot her persons who may be affected thereby, all the WORK and al
material s or equi pnent to be incorporated therein, whether in storage on or
off the site, and other property at the site or adjacent thereto, including
trees, shrubs, |awns, wal ks, pavenents, roadways, structures and utilities not
designated for renoval, relocation or replacenent in the course of
construction.

11.2 The CONTRACTOR will conply with all applicable |aws, ordinances, rules,
regul ati ons and orders of any public body having jurisdiction. The CONTRACTOR
will erect and maintain, as required by the conditions and progress of the
WORK, all necessary safeguards for safety and protection. The CONTRACTOR wil |
notify owners of adjacent utilities when prosecution of the WORK nmay affect
them The CONTRACTOR will remedy all danmge, injury or loss to any property
caused, directly or indirectly, in whole or part, by the CONTRACTOR, any
SUBCONTRACTOR or anyone directly or indirectly enployed by any of them or
anyone directly or indirectly enployed by any of them or anyone of whose acts
any of thembe Iiable, except damage or loss attributable to the fault of the
CONTRACT DOCUMENTS or to the acts or omissions of the OANER, of the ENG NEER
or anyone enpl oyed by either of them or anyone for whose acts either of them
may be liable, and not attributable, directly or indirectly, in whole or in
part, to the fault or negligence of the CONTRACTOR

11.3 1In energencies affecting the safety of persons or the WORK or property
at the site or adjacent thereto, the CONTRACTOR, wi thout special instructions
or authorization fromthe ENG NEER or OMNER, shall act to prevent threatened
damage, injury or loss. The CONTRACTOR will give the ENGA NEER pronmpt WRI TTEN
NOTI CE of any significant changes in the WORK or deviations fromthe CONTRACT
DOCUMENTS caused t hereby, and a CHANGE ORDER shall thereupon be issued
covering the changes and devi ations invol ved.

12. SUPERVI SI ON BY CONTRACTOR

12.1 The CONTRACTOR will supervise and direct the WORK. He will be solely
responsi ble for the neans, methods, techni ques, sequences and procedures of
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construction. The CONTRACTOR will enploy and maintain on the WORK a qualified
supervi sor or superintendent who shall have been designated in witing by the
CONTRACTOR as the CONTRACTOR S representative at the site. The supervisor
shall have full authority to act on behalf of the CONTRACTOR and all

conmuni cati ons given to the supervisor shall be as binding as if given to the
CONTRACTOR.  The supervi sor shall be present on the site at all tinmes as
required to perform adequate supervision and coordination of the WORK

13. CHANGES I N THE WORK

13.1 The OMNER may at any tinme, as the need arises, order changes within the
scope of the WORK without invalidating the Agreenent. |f such changes

i ncrease or decrease the anount due under the CONTRACT DOCUMENTS, or in the
time required for performance of the WORK, an equitable adjustnment shall be
aut hori zed by CHANGE ORDER

13.2 The ENA NEER, also, may at any tine, by issuing a FIELD ORDER, make
changes in the details of the WORK. The CONTRACTOR shall proceed with the
performance of any changes in the WORK so ordered by the ENG NEER unl ess the
CONTRACTOR bel i eves that such FIELD ORDER entitles the CONTRACTOR to a change
in CONTRACT PRICE or TIME, or both, in which event the CONTRACTOR shall give

t he ENG NEER WRI TTEN NOTI CE t hereof within seven (7) days after the receipt of
t he ordered change. Thereafter the CONTRACTOR shall document the basis for
the change in CONTRACT PRICE or TIME within thirty (30) days. The CONTRACTOR
shal | not execute such changes pending the recei pt of an executed CHANGE ORDER
or further instruction fromthe OMER

14. CHANGES | N CONTRACT PRI CE
14.1 The CONTRACT PRI CE may be changed only by a CHANGE ORDER. The val ue of
any WORK covered by a CHANGE ORDER or of any claimfor increase or decrease in
t he CONTRACT PRI CE shall be determ ned by one or nmore of the follow ng methods
in the order of precedence listed bel ow

a. Unit prices previously approved.

b. An agreed | unmp sum
15. TIME FOR COVPLETI ON AND LI QUI DATED DAMAGES
15.1 The date of beginning and the time for conpletion of the WORK are

essential conditions of the CONTRACT DOCUMENTS and the WORK enbraced shall be
commenced
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on a date specified in the NOTI CE TO PROCEED.

15.2 The CONTRACTOR will proceed with the WORK at such rate of progress to
insure full conpletion within the CONTRACT TIME. It is expressly understood
and agreed, by and between the CONTRACTOR and the OANER, that the CONTRACT
TIME for the conmpletion of the WORK described herein is a reasonable tine,
taking into consideration the average climatic and econonic conditions and
other factors prevailing in the locality of the WORK

15.3 |If the CONTRACTOR shall fail to conplete the WORK within the CONTRACT
TIME, or extension of tine granted by the OANER, then the CONTRACTOR will pay
to the OMER the anmount for |iquidated damages as specified in the BID for
each cal endar day that the CONTRACTOR shall be in default after the tine
stipulated in the CONTRACT DOCUMENTS.

15.4 The CONTRACTOR shall not be charged with Iiquidated danages or any
excess cost when the delay in conmpletion of the WORK is due to the follow ng
and the CONTRACTOR has pronptly given WRI TTEN NOTI CE of such delay to the
OMNNER or ENG NEER

15.4.1 To any preference, priority or allocation order duly issued by the
ONNER.

15.4.2 To unforeseeabl e causes beyond the control and w thout the fault or
negl i gence of the CONTRACTOR, including but not restricted to, acts of God, or
of the public eneny, acts of the OMNER, acts of another CONTRACTOR in the
performance of a contract with the OMER, fires, floods, epidem cs, quarantine
restrictions, strikes, freight enmbargoes, and abnormal and unforeseeabl e

weat her; and

15.4.3 To any del ays of SUBCONTRACTORS occasi oned by any of the causes
specified in paragraphs 15.4.1 and 15.4.2 of this article.

16. CORRECTI ON OF WORK

16.1 The CONTRACTOR shall promptly remove fromthe premnises all WORK rejected
by the ENG NEER for failure to conply with the CONTRACT DOCUMENTS, whet her

i ncorporated in the construction or not, and the CONTRACTOR shall pronptly
repl ace and reexecute the WORK in accordance with the CONTRACT DOCUMENTS and
wi t hout expense to the OANER and shall bear the expense of maki ng good all
WORK of ot her CONTRACTORS destroyed or damaged by such renoval or repl acenent.

16.2 Al renmoval and replacenent WORK shall be done at the CONTRACTOR S
expense. |f the CONTRACTOR does not take action to renove such rejected WORK
within ten (10) days after receipt of WRITTEN NOTI CE, the OANER may renove
such
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WORK and store the materials at the expense of the CONTRACTOR
17. SUBSURFACE CONDI TI ONS

17.1 The CONTRACTOR shall pronptly, and before such conditions are disturbed,
except in the event of an enmergency, notify the OANER by WRI TTEN NOTI CE of:

17.1.1 Subsurface or latent physical conditions at the site differing
materially fromthose indicated in the CONTRACT DOCUMENTS; or

17.1.2 Unknown physical conditions at the site, of an unusual nature,
differing materially fromthose ordinarily encountered and generally

recogni zed as i nherent in WORK of the character provided for in the CONTRACT
DOCUMENTS.

17.2 The OMER shall promptly investigate the conditions, and if it is found
that such conditions do so materially differ and cause an increase or decrease
in the cost of, or inthe tine required for, performance of the WORK an
equi t abl e adj ustment shall be nade and the CONTRACT DOCUMENTS shall be

nodi fied by a CHANGE ORDER. Any cl ai m of the CONTRACTOR for adjustnent
hereunder shall not be allowed unless the required WRI TTEN NOTI CE has been

gi ven; provided that the OMNER may, if the OANER determ nes the facts so
justify, consider and adjust any such clains asserted before the date of fina
paynent .

18. SUSPENSI ON OF WORK, TERM NATI ON, AND DELAY

18.1 The OMER may suspend the WORK or any portion thereof for a period of
not nmore than ninety days or such further tine as agreed upon by the
CONTRACTOR, by WRI TTEN NOTI CE to the CONTRACTOR and the ENG NEER whi ch shal
fix the date on which WORK shall be resumed. The CONTRACTOR will resune that
WORK on the date so fixed. The CONTRACTOR will be allowed an increase in the
CONTRACT PRI CE or an extension of the CONTRACT TIME, or both, directly
attributable to any suspension.

18.2 |If the CONTRACTOR i s adjudged a bankrupt or insolvent, or makes a
general assignment for the benefit of its creditors, or if a trustee or
receiver is appointed for the CONTRACTOR or for any of its property, or if
CONTRACTOR files a petition to take advantage of any debtor's act, or to
reorgani ze under the bankruptcy or applicable |laws, or repeatedly fails to
supply sufficient skilled worknmen or suitable materials or equi pnent, or
repeatedly fails to make pronpt paynments to SUBCONTRACTORS or for |abor
material s or equi pnent or disregards |aws, ordinances, rules, regulations or
orders of any public body having jurisdiction of the WORK or disregards the
authority of the ENG NEER, or otherw se violates any provision of the CONTRACT
DOCUMENTS, then the OANER nay, without prejudice to any other right or renedy
and after giving the
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CONTRACTOR and its surety a minimumof ten (10) days fromdelivery of a

VRI TTEN NOTI CE, term nate the services of the CONTRACTOR and take possession
of the PROJIECT and of all materials, equipnment, tools, construction equi pnent
and machi nery thereon owned by the CONTRACTOR, and finish the WORK by what ever
met hod the OMER may deem expedient. |In such case the CONTRACTOR shall not be
entitled to receive any further paynent until the WORK is finished. |If the
unpai d bal ance of the CONTRACT PRI CE exceeds the direct and indirect costs of
conpl eting the PROIECT, including conpensation for additional professional
servi ces, such excess SHALL BE PAID TO THE CONTRACTOR. If such costs exceed
such unpai d bal ance, the CONTRACTOR will pay the difference to the OMER

Such costs incurred by the OANER wi || be determ ned by the ENG NEER and

i ncorporated in a CHANGE ORDER

18.3 Wiere the CONTRACTOR S services have been so term nated by the OANER,
said termination shall not affect any right of the OAMNER agai nst the
CONTRACTOR t hen existing or which may thereafter accrue. Any retention or
paynment of mnonies by the OANER due the CONTRACTOR will not rel ease the
CONTRACTOR from conpliance with the CONTRACT DOCUMENTS.

18.4 After ten (10) days fromdelivery of a WRITTEN NOTICE to the CONTRACTOR
and the ENG NEER, the OMNER may, wi thout cause and wi thout prejudice to any
other right or renedy, elect to abandon the PRQIECT and termi nate the
CONTRACT. I n such case the CONTRACTOR shall be paid for all WORK executed and
any expense sustained plus reasonable profit.

18.5 |If, through no act or fault of the CONTRACTOR, the WORK is suspended for
a period of nore than ninety (90) days by the OAMNER or under an order of court
or other public authority, or the ENG NEER fails to act on any request for
paynment within thirty (30) days after it is subnitted, or the OMNER fails to
pay the CONTRACTOR substantially the sum approved by the ENG NEER or awar ded
by arbitrators within thirty (30) days of its approval and presentation, then
t he CONTRACTOR may, after ten (10) days fromdelivery of a WRITTEN NOTI CE to
the OMNER and the ENG NEER terninate the CONTRACT and recover fromthe OMER
paynment for all WORK executed and all expenses sustained. |In addition and in
lieu of terminating the CONTRACT, if the ENG NEER has failed to act on a
request for paynent or if the OMNER has failed to make any paynent as

af oresai d, the CONTRACTOR may upon ten (10) days witten notice to the OMNER
and the ENG NEER stop the WORK until paid all amounts then due, in which event
and upon resunption of the WORK CHANGE ORDERS shall be issued for adjusting

t he CONTRACT PRI CE or extendi ng the CONTRACT TIME or both to conpensate for
the costs and delays attributable to the stoppage of the WORK

18.6 |If the performance of all or any portion of the WORK i s suspended,

del ayed, or interrupted as a result of a failure of the OANER or ENG NEER to
act within the tine specified in the CONTRACT DOCUMENTS, or if no time is
specified, within a reasonable tinme, an adjustnent in the CONTRACT PRI CE or
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an extension of the CONTRACT TI Mg, or both, shall be made by CHANGE ORDER to
conpensate the CONTRACTOR for the costs and del ays necessarily caused by the
failure of the OMNER or ENG NEER

19. PAYMENT TO CONTRACTOR

19.1 At least ten (10) days before each progress paynment falls due (but not
nore often than once a nonth), the CONTRACTOR will submit to the ENG NEER a
partial payment estimate filled out and signed by the CONTRACTOR covering the
WORK perfornmed during the period covered by the partial paynment estinate and
supported by such data as the ENA NEER may reasonably require. |f payment is
requested on the basis of materials and equi pment not incorporated in the WORK
but delivered and suitably stored at or near the site, the partial paynent
estimate shall also be acconpani ed by such supporting data, satisfactory to
the OMER, as will establish the OMER S title to the material and equi pnent
and protect the OMNER S interest therein, including applicable insurance. The
ENG NEER wi ll, within ten (10) days after recei pt of each partial paynent
estimate, either indicate in witing approval of paynent, and present the
partial payment estimate to the OMER, or return the partial paynment estinate
to the CONTRACTOR indicating in witing the reasons for refusing to approve
paynment. In the latter case, the CONTRACTOR may nmke the necessary
corrections and resubnmit the partial payment estinmate. The OMER will, within
ten (10) days of presentation of an approved partial paynent estimate, pay the
CONTRACTOR a progress paynent on the basis of the approved partial paynent
estimate | ess the retainage. The retainage shall be an anpbunt equal to 10% of
said estimate until 50% of the work has been conpleted. At 50% conpl etion
further partial paynents shall be made in full to the CONTRACTOR and no
addi ti onal anpbunts may be retained unless the ENG NEER certifies that the job
is not proceeding satisfactorily, but anpbunts previously retai ned shall not be
paid to the CONTRACTOR At 50% conpletion or any tine thereafter when the
progress of the WORK is not satisfactory, additional ambunts may be retained
but in no event shall the total retainage be nmore than 10% of the value of the
wor k compl eted. Upon substantial conpletion of the work, any anount retained
may be paid to the CONTRACTOR  Wen the WORK has been substantially conpl eted
except for WORK whi ch cannot be conpl eted because of weather conditions, |ack
of materials or other reasons which in the judgment of the OMNER are valid
reasons for nonconpletion, the OMNER may make additional paynents, retaining
at all tinmes an anount sufficient to cover the estimted cost of the WORK
still to be conpleted.

19.2 The request for payment may al so include an allowance for the cost of
such major materials and equi pnent which are suitably stored either at or near
the site.

19.3 Prior to SUBSTANTI AL COVPLETION, the OANER, with the approval of the
ENG NEER and with the concurrence of the CONTRACTOR, mmy use any conpleted or
substantially conpleted portions of the WORK.  Such use shall not constitute
an acceptance of such portions of the WORK

(1-15-79) SPECIAL PN



RD I nstruction 1942-A
(Guide 19 - Attachnent 9) (Page 14)

19.4 The OMER shall have the right to enter the premnmises for the purpose of

doi ng work not covered by the CONTRACT DOCUMENTS. This provision shall not be
construed as relieving the CONTRACTOR of the sole responsibility for the care

and protection of the WORK, or the restoration of any damaged WORK except such
as may be caused by agents or enployees of the OMER

19.5 Upon conpl etion and acceptance of the WORK, the ENG NEER shall issue a
certificate attached to the final payment request that the WORK has been
accepted under the conditions of the CONTRACT DOCUMENTS. The entire bal ance
found to be due the CONTRACTOR, including the retained percentages, but except
such sunms as may be lawfully retained by the OMNER, shall be paid to the
CONTRACTOR within thirty (30) days of conpletion and acceptance of the WORK

19.6 The CONTRACTOR will indemify and save the OMNER or the OMNER S agents
harm ess fromall clainms growing out of the | awful demand of SUBCONTRACTORS,

| aborers, workmen, mechanics, material men, and furni shers of machinery and
parts thereof, equipnment, tools, and all supplies, incurred in the furtherance
of the performance of the WORK. The CONTRACTOR shall, at the OMER S request,
furni sh satisfactory evidence that all obligations of the nature designated
above have been paid, discharged, or waived. |If the CONTRACTOR fails to do so
the OMNER may, after having notified the CONTRACTOR, either pay unpaid bills
or withhold fromthe CONTRACTOR S unpai d conpensation a sum of noney deened
reasonably sufficient to pay any and all such lawful clains until satisfactory
evidence is furnished that all liabilities have been fully di scharged

wher eupon paynent to the CONTRACTOR shall be resumed in accordance with the
terms of the CONTRACT DOCUMENTS, but in no event shall the provisions of this
sentence be construed to i nmpose any obligations upon the OMNER to either the
CONTRACTOR, the CONTRACTOR S Surety, or any third party. |n paying any unpaid
bills of the CONTRACTOR, any payment so made by the OMER shall be consi dered
as a payment made under the CONTRACT DOCUMENTS by the OMNER to the CONTRACTOR
and the OMNER shall not be liable to the CONTRACTOR for any such payments made
in good faith.

19.7 If the OMER fails to nmake paynent thirty (30) days after approval by
the ENG NEER, in addition to other renedies available to the CONTRACTOR, there
shal |l be added to each such paynment interest at the maxi numlegal rate
conmenci ng on the first day after said payment is due and continuing until the
paynment is received by the CONTRACTOR

20. ACCEPTANCE COF FI NAL PAYMENT AS RELEASE

20.1 The acceptance by the CONTRACTOR of final paynent shall be and shall
operate as a release to the OMNER of all clainms and all liability to the
CONTRACTOR ot her than clainms in stated amounts as may be specifically excepted
by the CONTRACTOR for all things done or furnished in connection with
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this WORK and for every act and neglect of the OANER and others relating to or
arising out of this WORK. Any payment, however, final or otherw se, shall not
rel ease the CONTRACTOR or its sureties fromany obligations under the CONTRACT
DOCUMENTS or the Performance and Paynment BONDS

21. | NSURANCE

21.1 The CONTRACTOR shal |l purchase and maintain such insurance as wll

protect it fromclainms set forth bel ow which may arise out of, or result from
t he CONTRACTOR S execution of the WORK, whether such execution be by the
CONTRACTOR, any SUBCONTRACTOR, or by anyone directly or indirectly enpl oyed by
any of them or by anyone for whose acts any of them may be liable:

21.1.1 dains under worknen's conpensation, disability benefit and ot her
simlar enpl oyee benefit acts;

21.1.2 dains for damages because of bodily injury, occupational sickness or
di sease, or death of enployees;

21.1.3 dains for damages because of bodily injury, sickness or disease, or
death of any person other than enpl oyees;

21.1.4 dains for damages insured by usual personal injury liability coverage
whi ch are sustained (1) by any person as a result of an offense directly or
indirectly related to the enpl oyment of such person by the CONTRACTOR, or (2)
by any other person; and

21.1.5 dains for damages because of injury to or destruction of tangible
property, including | oss of use resulting therefrom

21.2 Certificates of Insurance acceptable to the OANER shall be filed with
the OMNER prior to comencenent of the WORK. These Certificates shall contain
a provision that coverages afforded under the policies will not be cancel ed
unl ess at least fifteen (15) days prior WRI TTEN NOTI CE has been given to the
ONNER.

21.3 The CONTRACTOR shall procure and maintain, at the CONTRACTOR S own
expense, during the CONTRACT TI Mg, Liability insurance as hereinafter
speci fi ed:

21.3.1 CONTRACTOR S CGeneral Public Liability and Property Damage |nsurance
i ncl udi ng vehicle coverage i ssued to the CONTRACTOR and protecting the
CONTRACTOR from all claims for personal injury, including death, and al
clainms for destruction of or damage to property, arising out of or in
connection with any operations under the CONTRACT DOCUMENTS, whether such
operations be by the CONTRACTOR or by any SUBCONTRACTOR enpl oyed by the
CONTRACTOR or anyone directly
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or indirectly enployed by the CONTRACTOR or by a SUBCONTRACTOR enpl oyed by the
CONTRACTOR. I nsurance shall be witten with a linmt of liability of not Iess
t han $500, 000 for all dammges arising out of bodily injury, including death,

at any tine resulting therefrom sustained by any one person in any one
accident; and a limt of liability of not |ess than $500, 000 aggregate for any
such dammges sustained by two or nmore persons in any one accident. |nsurance
shall be witten with alimt of liability of not |ess than $200, 000 for al
property damage sustai ned by any one person in any one accident; and a limt
of liability of not |ess than $200, 000 aggregate for any such danmge sustai ned
by two or nore persons in any one acci dent.

21.3.2 The CONTRACTOR shall acquire and maintain, if applicable, Fire and

Ext ended Coverage insurance upon the PROIECT to the full insurable value
thereof for the benefit of the OMER, the CONTRACTOR, and SUBCONTRACTCRS as
their interest may appear. This provision shall in no way rel ease the

CONTRACTOR or CONTRACTOR S surety from obligations under the CONTRACT
DOCUMENTS to fully conplete the PRQIECT.

21.4 The CONTRACTOR shall procure and maintain, at the CONTRACTOR S own
expense, during the CONTRACT TI Mg, in accordance with the provisions of the
aws of the state in which the WORK is performed, Wrknen's Conpensation

I nsurance, including occupational disease provisions, for all of the
CONTRACTOR' S enpl oyees at the site of the PRQJECT and in case any WORK i s

subl et, the CONTRACTOR shall require such SUBCONTRACTOR simlarly to provide
Wor kmen' s Conpensati on I nsurance, including occupational disease provisions
for all of the latter's enpl oyees unl ess such enpl oyees are covered by the
protection afforded by the CONTRACTOR | n case any class of enployees engaged
i n hazardous work under this contract at the site of the PROJECT is not
protected under Worknmen's Conpensation statue, the CONTRACTOR shal |l provide,
and shall cause each SUBCONTRACTOR to provi de, adequate and suitable insurance
for the protection of its enployees not otherw se protected.

21.5 The CONTRACTOR shall secure, if applicable, "All R sk" type Builder's

Ri sk I nsurance for WORK to be perforned. Unless specifically authorized by
the OMNER, the anount of such insurance shall not be |ess than the CONTRACT
PRICE totaled in the BID. The policy shall cover not |less than the | osses due
to fire, explosion, hail, lightning, vandalism nalicious mschief, wnd,
col l apse, riot, aircraft, and snmoke during the CONTRACT TIME, and until the
WORK is accepted by the OMER. The policy shall name as the insured the
CONTRACTOR, and the OMER

22. CONTRACT SECURITY

22.1 The CONTRACTOR shall within ten (10) days after the receipt of the

NOTI CE OF AWARD furni sh the OANER with a Perfornance BOND and a Payment BOND
in penal sums equal to the anpbunt of the CONTRACT PRI CE, conditioned upon the
per f or mance



RD I nstruction 1942-A
(Quide 19 - Attachnent 9) (Page 17)

by the CONTRACTOR of all undertaki ngs, covenants, terns, conditions and
agreements of the CONTRACT DOCUMENTS, and upon the pronpt payment by the
CONTRACTOR to all persons supplying | abor and materials in the prosecution of
t he WORK provi ded by the CONTRACT DOCUMENTS. Such BONDS shall be executed by
t he CONTRACTOR and a corporate bondi ng conmpany licensed to transact such
business in the state in which the WORK is to be perforned and naned on the
current list of "Surety Comnpani es Acceptabl e on Federal Bonds" as published in
the Treasury Departnent Circular Nunber 570. The expense of these BONDS shal
be borne by the CONTRACTOR. If at any tine a surety on any such BOND is

decl ared a bankrupt or loses its right to do business in the state in which
the WORK is to be perforned or is removed fromthe list of Surety Conpanies
accepted on Federal Bonds, CONTRACTOR shall within ten (10) days after notice
fromthe OMER to do so, substitute an acceptable BOND (or BONDS) in such form
and sum and signed by such other surety or sureties as may be satisfactory to
the OMNER. The prem uns on such BOND shall be paid by the CONTRACTOR. No
further paynent shall be deemed due nor shall be made until the new surety or
sureties shall have furnished an acceptable BOND to the OMER

23. ASSI GNMVENTS

23.1 Neither the CONTRACTOR nor the OMER shall sell, transfer, assign, or
ot herwi se di spose of the Contract or any portion thereof, or of any right,
title or interest therein, or any obligations thereunder, without witten
consent of the other party.

24. | NDEMNI FI CATI ON

24.1 The CONTRACTOR wi |l indemify and hold harm ess the OMER and t he

ENG NEER and their agents and enpl oyees from and against all clains, damages,

| osses and expenses including attorney's fees arising out of or resulting from
t he performance of the WORK, provided that any such clains, damage, |oss or
expense is attributable to bodily injury, sickness, disease or death, or to
injury to or destruction of tangible property including the | oss of use
resulting therefrom and is caused in whole or in part by any negligent or
willful act or omission of the CONTRACTOR, and SUBCONTRACTOR, anyone directly
or indirectly enployed by any of them or anyone for whose acts any of them nmay
be i abl e.

24.2 In any and all clainms against the OMER or the ENG NEER, or any of their
agents or enpl oyees, by any enpl oyee of the CONTRACTOR, any SUBCONTRACTOR
anyone directly or indirectly enmployed by any of them or anyone for whose
acts any of themnmay be liable, the indemification obligation shall not be
limted in any way by any limtation on the amount or type of damages,
conpensation or benefits payable by or for the CONTRACTOR or any SUBCONTRACTOR
under worknen's conpensation acts, disability benefit acts or other enpl oyee
benefits acts.
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24.3 The obligation of the CONTRACTOR under this paragraph shall not extend to
the liability of the ENG NEER, its agents or enployees arising out of the
preparation or approval of maps, DRAW NGS, opinions, reports, surveys, CHANGE
ORDERS, designs or SPECI FI CATI ONS.

25. SEPARATE CONTRACTS

25.1 The OMNER reserves the right to let other contracts in connection with
this PRQJECT. The CONTRACTOR shall afford ot her CONTRACTORS reasonabl e
opportunity for the introduction and storage of their nmaterials and the
execution of their WORK, and shall poorly connect and coordinate the WORK with
theirs. |If the proper execution or results of any part of the CONTRACTOR S
WORK depends upon the WORK of any ot her CONTRACTOR, the CONTRACTOR shal |

i nspect and pronptly report to the ENG NEER any defects in such WORK t hat
render it unsuitable for such proper execution and results.

25.2 The OMNER may perform additional WORK related to the PRQIECT or the OANER
may | et other contracts containing provisions simlar to these. The
CONTRACTOR wi Il afford the other CONTRACTORS who are parties to such Contracts
(or the OMNER, if the OMNER is perform ng the additional WORK) reasonable
opportunity for the introduction and storage of materials and equi pnent and

t he execution of WORK, and shall properly connect and coordinate the WORK with
theirs.

25.3 If the performance of additional WORK by other CONTRACTORS or the OANER
is not noted in the CONTRACT DOCUMENTS prior to the execution of the CONTRACT,
witten notice thereof shall be given to the CONTRACTOR prior to starting any
such additional WORK. |f the CONTRACTOR believes that the performance of such
addi ti onal WORK by the OMNER or others involves it in additional expense or
entitles it to an extension of the CONTRACT Tl ME, the CONTRACTOR may make a
claimthereof as provided in Sections 14 and 15.

26. SUBCONTRACTI NG

26.1 The CONTRACTOR may utilize the services of specialty SUBCONTRACTS on
those parts of the WORK which, under normal contracting practices, are
performed by specialty SUBCONTRACTORS.

26.2 The CONTRACTOR shall not award WORK t o SUBCONTRACTOR(s), in excess of
fifty (50% percent of the CONTRACT PRI CE, without prior witten approval of
t he OMNER
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26.3 The CONTRACTOR shall be fully responsible to the OMER for the acts and
om ssions of its SUBCONTRACTORS, and of persons either directly or indirectly
enpl oyed by them as the CONTRACTOR is for the acts and onissions of persons
directly enployed by the CONTRACTOR.

26.4 The CONTRACTOR shal |l cause appropriate provisions to be inserted in all
subcontracts relative to the WORK to bi nd SUBCONTRACTORS to the CONTRACTOR by
the terms of the CONTRACT DOCUMENTS insofar as applicable to the WORK of
SUBCONTRACTORS and to give the CONTRACTOR the sanme power as regards

term nati ng any subcontract that the OANER may exerci se over the CONTRACTOR
under any provision of the CONTRACT DOCUMENTS.

26.5 Nothing contained in this CONTRACT shall create any contractual
rel ati onshi p between any SUBCONTRACTOR and the OMNER. (Revised 2-16-83, PN
869.)

27. ENG NEER S AUTHORI TY

27.1 The ENG NEER shall act as the OMER S representative during the
construction period, shall decide questions which may arise as to quality and
acceptability of materials furni shed and WORK performnmed, and shall interpret
the intent of the CONTRACT DOCUMENTS in a fair and unbiased manner. The

ENG NEER wi Il make visits to the site and deternmine if the WORK i s proceedi ng
in accordance with the CONTRACT DOCUMENTS.

27.2 The CONTRACTOR will be held strictly to the intent of the CONTRACT
DOCUMENTS in regard to the quality of materials, workmanship, and execution of
the WORK. Inspections may be nade at the factory or fabrication plant of the
source of material supply.

27.3 The ENG NEER wi Il not be responsible for the constructi on neans,
control s, techniques, sequences, procedures, or construction safety.

27.4 The ENG NEER shall pronptly make decisions relative to interpretation of
t he CONTRACT DOCUMENTS.

28. LAND AND RI GHTS- OF- WAY

28.1 Prior to issuance of NOTI CE TO PROCEED, the OANER shall obtain all |and
and rights-of-way necessary for carrying out and for the conpletion of the
WORK to be performed pursuant to the CONTRACT DOCUMENTS, unless otherw se

nmut ual |y agreed.

28.2 The OMER shall provide to the CONTRACTOR i nformati on which delineates
and describes the | ands owned and ri ghts-of-way acquired.
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28.3 The CONTRACTOR shall provide at its own expense and without liability to
t he OMNER any additional |and and access thereto that the CONTRACTOR nay
desire for temporary construction facilities, or for storage of nmaterials.

29. GUARANTEE

29.1 The CONTRACTOR shall guarantee all materials and equi prent furni shed and
WORK perforned for a period of one (1) year fromthe date of SUBSTANTI AL
COVPLETI ON.  The CONTRACTOR warrants and guarantees for a period of one (1)
year fromthe date of SUBSTANTI AL COVPLETI ON of the systemthat the conpleted
systemis free fromall defects due to faulty materials or workmanship and the
CONTRACTOR shal | pronptly make such corrections as may be necessary by reason
of such defects including the repairs of any damage to other parts of the
systemresulting fromsuch defects. The OMER will give notice of observed
defects with reasonabl e pronmptness. |In the event that the CONTRACTOR shoul d
fail to make such repairs, adjustments, or other WORK that may be nade
necessary by such defects, the OMNER may do so and charge the CONTRACTOR t he
cost thereby incurred. The Performance BOND shall remain in full force and

ef fect through the guarantee period.

30. ARBI TRATI ON BY MJUTUAL AGREEMENT  (Revised 2-16-83, PN 869.)

30.1 Al claims, disputes, and other nmatters in question arising out of, or
relating to, the CONTRACT DOCUMENTS or the breach thereof, except for clainms
whi ch have been wai ved by naking an acceptance of final payment as provided by
Section 20, may be decided by arbitration if the parties nutually agree. Any
agreement to arbitrate shall be specifically enforceable under the prevailing
arbitration law. The award rendered by the arbitrators shall be final, and
judgment may be entered upon it in any court having jurisdiction thereof.

(Revi sed 2-16-83, PN 869.)

30.2 Notice of the request for arbitration shall be filed in witing with the
other party to the CONTRACT DOCUMENTS and a copy shall be filed with the

ENG NEER. Request for arbitration shall in no event be made on any claim

di spute, or other matter in question which would be barred by the applicable
statute of limtations. (Revised 2-16-83, PN 869.)

30.3 The CONTRACTOR will carry on the WORK and mai ntain the progress schedul e
during any arbitration proceedi ngs, unless otherw se rmutually agreed in
writing.

31. TAXES

31.1 The CONTRACTOR will pay all sales, consuner, use, and other simlar
taxes required by the laws of the place where the WORK i s perforned.

(0]0)
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32.  ENVI RONMENTAL REQUI REMENTS (Added 09-16-92, PN 191.)

The CONTRACTOR, when constructing a project involving trenching and/or other
rel ated earth excavation, shall conply with the follow ng environnent al
constraints.

32.1 VWETLANDS - The CONTRACTOR, when di sposing of excess, spoil, or other
construction materials on public or private property, WLL NOT FILL IN or
ot herwi se CONVERT WETLANDS

32.2 FLOODPLAINS - The CONTRACTOR, when di sposing of excess, spoil, or other
construction materials on public or private property, WLL NOT FILL IN or

ot herwi se CONVERT 100 YEAR FLOODPLAI N areas delineated on the | atest FEMA

Fl oodpl ai n Maps.

32.3 HI STORI C PRESERVATI ON - Any excavation by the Contractor that uncovers
an historical or archaeol ogical artifact shall be imrediately reported to the
PROJECT ENG NEER and a representative of FmHA. Construction shall be
temporarily halted pending the notification process and further directions

i ssued by FmHA after consultation with the State Historic Preservation Oficer
( SHPO) .

32.4 ENDANGERED SPECI ES - The CONTRACTOR shall conmply with the Endangered
Speci es Act, which provides for the protection of endangered and/or threatened
species and critical habitat. Should any evidence of the presence of
endangered and/ or threatened species or their critical habitat be brought to
the attention of the CONTRACTOR, the CONTRACTOR will imrediately report this
evi dence to the PRQJECT ENG NEER and a representative of FmHA. Construction
shall be tenporarily halted pending the notification process and further
directions issued by FnHA after consultation with the U S. Fish and Wldlife
Servi ce.

(0]0 )
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DELI NQUENT ACCOUNTS
PCSI TI VE ACTI ON PLAN

Nane of Borrower Case State County
Type of Loan I nsured /:/_

Guar ant eed /:/_

Direct 11

Initial FrHA Debt Unpai d Bal ance Ant . Delinquent Am. Annual pnt Ant .
Pai d

OTHER DEBTS OWED

To VWhom Oned Anpunt Anpunt Del . Pur pose of Debt How Secure

Reason for Delinquency (Explain):

Option(s) Selection to Renbve Delinquency - (Specify Conpletion Dates for
Goal s)

wN ke
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Acknowl edgenent of the adoption of the positive action plan by:

Bor r ower Dat e FrmHA Dat e

Progress NMade Toward Acconplishing Goals: (G ve Details & Revised Conpl etion
Dat e)

PoNE

(0]0)
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M ni mum Suggest ed
Contents of Managenent Agreenents

1. Manage and operate the project subject to the operating and
enpl oyment procedures adopted by the owner.

2. (Operate facility based on the annual budget and fee schedul e adopted
by the owner.

3. Set out the handling of funds. Al reserve, depreciation, debt
payment, and surplus funds should be transferred to the owner on at |east a
nmont hly basi s.

4. Provide for nmonthly and annual reports to the owner covering
appropriate financial and operational statistics and inspection of books and
records by owner and government.

5. Set out the responsibilities for maintenance and anounts of insurance
and bonds.

6. Provide for reasonable limts on expenditures for emergency repairs
to the facility.

7. Set out the termof the agreenent and compensation of the manager
i ncludi ng specific positions included in that fee.

8. Set out the remedies for default of the agreenent.

9. Require operation in accordance with all Federal, State and | oca
governnent requirenents.

10. For health facilities, require conpliance with appropriate third-
party requirenments such as Medi care- Medi cai d.

11. Require the manager to conply with all requirements related to the
Federal financial assistance as if it were the recipient of the assistance.

12. Set out responsibilities for obtaining and maintaining all necessary
licenses, certifications, and accreditati ons as may be necessary to operate,
mai ntai n, or manage the project.

(0]0)
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Joint Policy Statenent
Bet ween
The Environnental Protection Agency and The Farners Honme Administration

The Safe Drinking Water Act (SDWA) was passed on Decenber 16, 1974, to provide
for the safety of drinking water supplies throughout the United States by

est abl i shing and enforcing national drinking water standards. Congress

aut hori zed the Environnental Protection Agency (EPA) to support State and

| ocal conmunity drinking water progranms by providing financial and technica
assi stance to undertake research and study efforts. The SDWA, however, did
not provide any funds for construction of new water treatnent systems or
upgradi ng exi sting treatnment systens to neet the National InterimPrimary
Drinki ng Water Regul ations.

The National InterimPrimary Drinking Water Regul ati ons were published in the
Federal Regi ster on Decenber 24, 1975, and becane effective on June 24, 1977.
The regul ations set lints for bacteriology, turbidity and chenica

contam nants in finished water. These regul ations or equivalent State

regul ations are applicable to all public water systens defined as one that
provi des piped water for human consunption and has at |east 15 service
connections or serves at |east 25 people a day for at |east 60 days out of the
year. There are approxi mately 50,000 such conmunity water systems in the
United States. EPA estimates that sonme 12,000 community water systens will
need additional treatnent of sone type to neet the current water standards.
The majority of these systens are located in small and/or rural comrunities
and thus could qualify for financial assistance through the Farmers Hone

Admi ni stration (FrHA) of the U.S. Departnent of Agriculture.

The FrmHA program of | oans and grants is designed to assist in the devel oprment
of water and waste disposal facilities serving rural areas consisting of open
country or cities and towns having a popul ati on not in excess of 10,000

i nhabitants. The FnmHA can provi de assistance to a wi de range of comunity
based organi zati ons operated on a not-for-profit basis, such as districts,
authorities, associations, and Indian tribes that are unable to obtain credit
el sewhere at reasonable rates and ternms to construct, enlarge, extend, or

ot herwi se i mprove conmunity water facilities. This may include the extension
of existing facilities to provide additional customers with an adequate supply
of safe drinking water.

The Farmers Hone Adm nistration (FmHA) and EPA have agreed to adopt the
followi ng policy statenents as part of the priority systemused to determn ne
where, when, and how | oans and/or grants are nade to eligible comunities
under 7 CFR Parts 1823 and 1933:
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Subpart A - Comunity Facility Loans or Subpart P - Devel opnent Grants for
Conmuni ty Donestic Water and Waste Di sposal Systens.

1. | mprovenments or additions to water treatnent systens needed to
neet the requirements of the Safe Drinking Water Act will be
accorded priority in determning the comm tnent of avail able funds.
2. The quality of drinking water for projects financed in whole or

in part by FmHA nmust neet the applicable primary drinking water
regul ati ons after conpletion of any proposed inprovenents. In those
States where primary enforcenent responsibility bas been assuned by
the State, a certification by the State will be required at the tine
the final design plans and specifications are reviewed. I|n al
other States, such certification will be nade by the consulting
engi neer and will acconpany the final assign plans and
speci fications when submitted to the appropriate State regul atory
agency for review.

Si gned:

Envi ronnental Protection Agency Farmers Hone Adm nistration

[s/ Thomas C. Jorling [ s/ CGordon Cavanaugh

Thomas C. Jorling Gordon Cavanaugh

Assi stant Administrator for Admi ni strat or

Wat er and Hazardous Materials
7/23/78 7/13/78
Dat e Dat e

o000
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Conmuni ty Prograns
Project Selection Criteria

Proj ect Score

Nane of Applicant

Case Nunber:

Proj ect Type /:7 Wat er and Waste Di sposal (WD) /:TCbnnunity Facilities (CF)

State County Congressional District No.
Loan $ Gant $ Initial or Subsequent

Ampbunt of previous FmHA funding for this project: loan $__ , grant $
Anticipated interest level: Poverty  , Internediate_ , Market

Brief description of the proposed facility

Priorities Poi nt s

A. Population priorities. The priorities in this
section apply to both Water and Waste Disposal and
Conmunity Facilities preapplications

1. Proposed project is located in a rura
conmuni ty having a popul ati on not in
excess of 2,500. 25

2. Proposed project is located in a rura
conmuni ty having a popul ati on not in
excess of 5,500. 20
(Do not award points under this priority
if points were awarded under Priority A-1).

B. Health priorities.

1. Water and Waste Di sposal preapplication only -

a. Proposed project is needed to alleviate
t he sudden unexpected di m nution or
deterioration of a water supply, or
to neet health or sanitary standards
whi ch pertain to a community's water
suppl y. 25

(10-19-88) SPECI AL PN
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Priorities Poi nt s

b. Proposed project is required to correct
an i nadequate waste di sposal system due
to unexcepted occurrences, or to neet
health or sanitary standards which pertain

to a community's waste di sposal systemns. 25
2. Comunity Facilities preapplication only-
Proposed project is required either to correct
a health or sanitary problem or to neet a
health or sanitary standard. 25
C. Income priorities. The priorities in this section apply to both Water and

Wast e Disposal and Conmunity Facilities preapplications. The median incone of
t he popul ation to be served by the proposed facility is:

1

Less than the poverty line for a famly of

four as defined in section 673(2) of the

Conmunity Services Block Gant Act (42 U. S. C

9902(2), or less than 80% of the statew de

nonmet ropol i tan medi an househol d i ncomne. 25

Equal to or nmore than the poverty |ine and
bet ween 80% and 100% inclusive, of the State's
nonmet ropol i tan medi an househol d i ncome. 20

D. Oher factors.

1

Wat er and Waste Di sposal preapplications

only - The proposed project will: rmerge

owner shi p, managenent, and operation of

smal ler facilities providing for nore

sufficient managenent and economical servi ce;

and/ or enl arge, extend, or otherw se nodify

existing facilities to provide service to

additional rural residents. 10

Conmunity Facilities preapplication only - The
pur pose of the proposed project is to construct,
enl arge, extend or otherw se inprove the
follow ng types of facilities. (Select only
the factor nost applicable to the proposed

proj ect.)

a. Public safety. 10
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Priorities Poi nt s
b. Health care. 5
(Do not award points under this priority
if points were awarded under priority B-2.)

3. Water and Waste Disposal and Community Facilities
preapplications -

a. Applicant is a public body or Indian tribe. 5

b. Project is located in a "truly rural area"
as described in Section 1942.17(c)(1). 10

c. Amount of joint financing commtted to the
project is:

i 20% or nore private, local or State funds. 10
ii. 5%- 19%private, local or State funds. 5

E. State Director's discretionary points. (Up to 15).
Gve witten justification.

Chi ef, Community (and Busi ness) Prograns Dat e

Directions: Conplete the information requested on Page 1. In paragraphs
A-D circle the points for those priorities which apply to and
are net by the preapplication under consideration. Determn ne
and justify the number of discretionary points, if any, to be
awarded i n paragraph E and add up the total nunber of points
scored.

(0]0)
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TO

Adm ni strator, FnmHA
Washi ngton, DC 20250

Attention: Wat er and Waste Di sposal Division
Conmunity Facilities Division

St at e:

Nane of Applicant:

A

B

Ampbunt of additional funds requested: Loan $_ Gant $__

Are funds being requested for an approved project that has

encountered cost overruns due to high bids or unexpected construction

probl ems that cannot be reduced by negotiation, redesign or other neans?
yes no

State the priority of this project in relation to all others for

whi ch requests are pending in the National Ofice. (Attach a revised
priority listing for previously submitted projects if

necessary.)

Is this project ready for obligation? yes no.
If no, give estinmated date project will be ready for obligation of
funds.

Has the appropriate environmental review, including the public notice
requirenents for a Class Il action, been completed for the project?
yes no.

If other funds are involved in this project, have they been
conmitted? yes no.

Has all of the State's fund allocation been obligated? __ yes
no. |If no, attach specific explanation of plans to use funds.
Include a list of projects and planned dates of obligation

State Director Dat e

Directions: To request an additional allocation of funds fromthe Nationa

Ofice Reserve, State Ofices should conplete this Part of
Guide 26, attach it to the front of a conpleted copy of Part |
and subnmit both to the National Ofice.

(0]0 )
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(1 NSTRUCTI ON SHEET ONLY - NOT TO BE | NCLUDED AS PART OF THE CONTRACT
DOCUMENTS)

This Gui de nodifies selected docunments published by the American Institute of
Architects (AlA) to conformw th USDA/ Rural Devel opment / Rural Housing
Service (RHS) regul ations and policy. The Al A docunents, as nodified by this
Gui de, may be used on RHS financed buil di ng construction projects such as

t hose adm ni stered under this subpart. The Al A docunments nmust be used in
accordance with current copyright rules.

The need to witness the agreenents will depend upon State and | ocal

requi renments for validation of the docunent. \Where appropriate, a copy of the
resol ution authorizing the individual to act on behalf of the firmor entity
shoul d be attached to the agreemnent.

Questions regarding the use of these docunents should be referred to the RHS
Nati onal O fice Program Support Staff.

At t achnent s:

1. Attachnment to Al A DOCUMENT B141-1997, Standard Form of Agreenent
Bet ween Omner and Architect Wth Standard Form of Architect’s
Services. (See note bel ow.)

2. Attachnent to Al A DOCUMENT A701-1997, Instructions to Bidders.

3. Attachnment to Al A DOCUMENT A101-1997, Standard Form of Agreenent
Bet ween Omner and Contractor.

4. Attachnent to Al A Docunent A201-1997, General Conditions of the
Contract for Construction.

5. Attachment to Al A Document A201/ SC-1990, Federal Suppl enentary
Conditions of the Contract for Construction.

(NOTE: The Al A Docunment B141-1997 has two parts: the Standard Form of
Agreenent Between Omner and Architect and the Standard Form of Architect’s
Services: Design and Contract Adm nistration. A contract for architectural
services is not conplete unless both parts of Al A Document B141 are incl uded.
Both portions of the document have signature areas that nust be signed by the
parties invol ved.)

(0]0 )
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Page 1

ATTACHVENT TO Al A DOCUMENT B141-1997, Standard Form of Agreenent Between Oaner
and Architect Wth Standard Form of Architect’s Services

The provisions of this Attachment shall delete, nodify and suppl ement the
provi sions contained in the "Standard Form of Agreement Between Omner and
Architect Wth Standard Form of Architect’s Services,” Al A Docunment Bl141-1997
Edition. The provisions contained in this Attachnent will supersede any
conflicting provisions of the AlA Docunent. The term "Agency,” as used in
this Attachnent, shall mean the United States of Anerica, acting through the
United States Departnent of Agriculture.

ARTI CLE 1.2, RESPONSIBILITIES OF THE PARTI ES
1.2.2 Add the foll ow ng subparagraph to paragraph 1.2.2:

1.2.2.8 The Omer shall provide the Architect with Agency standard
Construction Contract Document Guides.

ARTI CLE 1.3, TERMS AND CONDI TI ONS

1.3.5.2 Delete the words "unless the parties mutually agree otherw se" and
substitute the words "if the parties mutually agree" in the first
sentence of subparagraph 1.3.5.2.

1.3.7.1 Del ete subparagraph 1.3.7.1 and substitute the foll ow ng:

1.3.7.1 This Agreement shall be governed by the | aw of the Project
| ocati on.

1.3.7.4 Del ete subparagraph 1.3.7.4.
1.3.7 Add the followi ng subparagraphs to paragraph 1.3.7:

1.3.7.10 This Agreenent shall not becone effective until concurred
with in witing by the Agency. Such concurrence shall be evi denced
by the signature of a duly authorized representative of the Agency in
t he space provided at the end of the Agency Attachnment to this
Agreenent. The concurrence so evidenced by the Agency shall in no
way conmit the Agency to render financial assistance to the Omer and
is without liability to the Agency for any payment hereunder, but in
t he event such assistance is provided, the concurrence shall signify
the provisions of this Agreement are consistent with the requirenents
of the Agency.
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1.3.7.11 |If applicable, the Architect shall conply with section 319
of Public Law 101-121, as suppl enmented by the Departnent of
Agriculture regulations (7 CF.R part 3018). This law pertains to
restrictions on | obbying and applies to the recipients of contracts
and subcontracts that exceed $100,000 at any tier under a Federa

| oan that exceeds $150,000 or a Federal grant that exceeds $100, 000.
If applicable, the Architect nust conplete a certification formon

| obbying activities related to a specific Federal |oan or grant that
is a funding source for this Contract. The certification and

di scl osure forms shall be provided by the Oaner.

1.3.7.12 The Architect agrees to abide by the requirements of 7
C.F.R part 3017, which pertains to the debarment or suspension of a
person fromparticipating in a Federal programor activity. |If the
total conpensation described in Article 1.5 exceeds $25,000, the
Architect shall conplete the relevant certification form provided by
t he Owner.

1.3.8.2 Delete the second sentence in subparagraph 1.3.8.2 and substitute the
fol |l owi ng:

VWen the Project is resuned, the Architect's conpensation may be
equi tably adjusted, as nutually agreed, to provide for expenses
incurred in the interruption and resunption of the Architect's
servi ces.

1.3.8.7 Insert the words "as nmutually agreed" after "Term nati on Expenses" in
subpar agraph 1.3.8.7.

1.3.9.1 Delete the words "and for Rei nmbursabl e Expenses incurred,” and add the
foll owi ng sentences to subparagraph 1.3.9.1:

Conpensation conputed in Paragraph 1.5.1 shall include al
transportation, travel, comunications, and fees that are required in
connection with the Project. They shall also include the
reproduction, postage and handling of Draw ngs, Specifications and

ot her docunents.

1.3.9.2 Del ete subparagraph 1.3.9.2.
1.3.9.3 Delete the words "of Rei mbursabl e Expenses,” and add the words "and

t he Agency" after the words "Oamner's authorized representative" in
subpar agraph 1.3.9. 3.
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ARTI CLE 1.4, SCOPE OF SERVI CES AND OTHER SPECI AL TERMS AND CONDI Tl ONS

1.4.1 Del ete the word "both" fromthe end of the second sentence and
concl ude the sentence with "Omer, Architect and Agency."

1.4.2 Add the follow ng subparagraph:

1.4.2.1 This Agreenment is nodified and suppl emrented by
RD I nstruction 1942-A, Cuide 27, Attachnent 1.

ARTICLE 1.5, COVPENSATI ON

1.5.4 Del et e paragraph 1.5. 4.

1.5.5 Del et e paragraph 1.5.5.

ARTICLE 2.1, PRQJECT ADM NI STRATI ON SERVI CES

2.1.5 Add the words "and concurrence by the Agency" after approval by the
Owner" in paragraph 2.1.5.

2.1 Add the followi ng Paragraph to ARTICLE 2. 1:

2.1.8 The Architect shall consult with the Agency Architect or
Engi neer about the Agency’'s requirenments and procedures.

ARTI CLE 2.3, EVALUATI ON AND PLANNI NG SERVI CES

2.3 Add the followi ng paragraphs to article 2.3:
2.3.4 The Architect shall submt copies of the Prelimnary
Architectural Feasibility Report follow ng Agency Instructions and
Gui des.

2.3.5 Wen the Ower has accepted the Prelimnary Architectural
Feasibility Report in witing and the Agency has concurred, the
Architect may be authorized to proceed with devel opi ng the design.
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ARTI CLE 2.4, DESIGN SERVI CES

2.

4.4

Add the foll owi ng subparagraphs to paragraph 2.4.4:

2.4.4.3 Prior to advertisenment for bids, the Architect shall provide
a maximumof _ sets of Construction Contract Documents for use by
the Omner, Agency and the appropriate Federal, State and |oca
agenci es that must approve the Project. The cost of such
Construction Contract Documents shall be included in the conpensation
paid to the Architect, notw thstandi ng subparagraph 1.3.9.2.
Construction Contract Documents shall be subject to Agency
concurrence in witing prior to advertisenent for bids. The
Architect shall furnish additional copies of the Construction
Contract Documents as requested by prospective bidders, materia
suppliers, and other interested parties, but may charge them a

ref undabl e deposit fee for the reasonabl e cost of such copies.

2.4.4.4 Upon award of the construction contract, the Architect shal
furni sh the Omner sets of Construction Contract Docunents for
execution. The cost of these sets shall be included in the
conpensation to the Architect.

ARTI CLE 2.6, CONTRACT ADM NI STRATI ON SERVI CES

2.6.1.3 Delete the first sentence of subparagraph 2.6.1.3 and substitute as

fol | ows.

The Architect shall be a representative of and shall advise and
consult with the Omer during construction until final payment is due
to the Contractor, and at the Omer's direction during the period of
correction of the Wrk described in the Contract for Construction.
The Architect shall be available to furnish architectural services
and consultati ons necessary to correct unforeseen construction
defects normally encountered during this period. The Architect shal
assist the Ower in performng a review of the Project during the
11th nonth after the date of Substantial Conpletion

2.6.1.8 Delete the words, "and shall not be liable for results of

interpretations or decisions so rendered in good faith" in the |ast
sentence of subparagraph 2.6.1.8.
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2.6.1 Add the followi ng subparagraphs to paragraph 2.6.1:

2.6.1.10 The Architect shall conduct on-site progress mnmeetings no
| ess than once a nmonth during the periods of active construction.
These neetings should be held with the Contractor, affected Sub-
contractors, Project Representative, Oaner, representatives of the
Owner, and other interested parties as appropriate, to revi ew and
di scuss the Contractor's application for paynent, work progress
schedul e, construction problems or disputes, and other appropriate
matters.

2.6.1.11 The Architect shall participate in the Preconstruction
Conference prior to Omer issuing the Notice to Proceed.

2.6.2.1 Add the follow ng sentences to subparagraph 2.6.2.1:

Such visits to the site shall be documented in witing on standard
i nspection report forms with copies furnished to the Owner,
Contractor and Agency. Visits to the site shall be in accordance
wi th Agency requirenents and procedures.

2.6.2 Add the follow ng subparagraph to paragraph 2.6.2:

2.6.2.6 The Architect shall advise the Owmer of required tests,

i nspections and reports, shall furnish coordination of such tests and
i nspections, and shall advise the Owmer and Agency of the results of
same. Copies of test results shall be furnished to the Omner,
Contractor, and Agency, as appropriate.

2.6.3 Add the follow ng subparagraph to paragraph 2.6.3:

2.6.3.4 The Architect shall obtain Agency concurrence on al
Certificates of Payment before paynent is made.

2.6.5.1 Add the follow ng sentences to subparagraph 2.6.5.1:
Preparati on of Change Orders which do not substantially affect the
project shall be included in the conpensati on conmputed in paragraph

1.5.1. The Architect shall obtain Agency concurrence in witing for
Change Orders prior to the perfornmance of the Wrk.
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2.6.6.1 Del ete subparagraph 2.6.6.1 and substitute the follow ng:

2.6.6.1 The Architect shall conduct an inspection prior to the

i ssuance of the Certificate of Substantial Conpletion and shal

submit a witten report to the Ower, Agency and the Contractor about
Wrk to be conpleted prior to final acceptance. Said inspection and
Certificate of Substantial Conpletion shall be provided by the
Architect for each Prime Contractor as appropriate. Such services
shal |l be coordinated with the Agency. Prior to submitting the fina
Certificate for Payment, the Architect shall conduct an inspection,
submit a Statenent of Conpletion, receive and forward to the Oamner,
for the Oamner's review and records, witten warranties and rel ated
docunents required by the Contract Documents and assenbl ed by the
Contractor.

ARTI CLE 2.8, SCHEDULE OF SERVI CES

2.8.3 Insert the word “Architect” under the heading “Responsibilty” for |ine
items .16, .17, and .20 in the chart.

2.8.3 Add the followi ng subparagraphs to paragraph 2.8.3 under the headi ng
“Description of Services.” below the chart:

2.8.3.a The Architect shall provide a detail ed cost estimate based
on Construction Contract Documnents.

2.8.3.b If full time representation at the site is required, the
Architect shall provide one or nore Project Representatives to assi st
in carrying out such additional on-site responsibilities. The

sel ection and conpensation of the Project Representative nust be
concurred with in witing by Agency.

2.8.3.¢c sets of Record Draw ngs shall be provided to the
Owner .
S| GNATURE BLOCK:

Del ete the signature bl ocks on pages 1-12 and 2-12 of this Agreenment and
substitute the block on the followi ng page in both |ocations:
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IN WTNESS WHEREOF, the parties hereto have executed, or caused to be executed
by their duly authorized officials, this Agreement in duplicate on the
respective dates indicated bel ow

OMNER:
ATTEST: By
Type Name Type Nane
Title Title
Dat e Dat e

ARCHI TECT:
ATTEST: By
Type Name Type Name
Title Title
Dat e Dat e

AGENCY CONCURRENCE

By

Type Name

Title

Dat e

o000
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ATTACHMENT TO Al A DOCUMENT A701-1997, Instructions to Bidders
The provisions of this Attachment shall delete, nodify and suppl ement the
provi sions contained in the "lInstructions to Bidders,” Al A Docunent A701-1997
Edition. The provisions contained in this Attachnent will supersede any
conflicting provisions of the AlA Docunent. The term "Agency,” as used in
this Attachnent, shall mean the United States of Anerica, acting through the
United States Departnent of Agriculture.
ARTI CLE 2, BIDDER S REPRESENTATI ONS
2.1 Add the followi ng subparagraph to paragraph 2.1:
2.1.5 This Bid has been arrived at independently, w thout consultation
conmuni cati on, or agreenent as to any matter relating to this Bid, with
any other Bidder or with any conpetitor.
ARTI CLE 4, Bl DDI NG PROCEDURES
4.1.1 Add the foll owi ng sentence to subparagraph 4.1.1:
Only one copy of the Bid is to be submitted.

4.2.1 Del ete subparagraph 4.2.1 and substitute the foll ow ng:

4.2.1 Each Bid nust be acconpanied by a Bid Bond payable to the Oaner
for five percent of the total amount of the Bid.

4.2.2 Del ete Subparagraph 4.2.2 and substitute the foll ow ng:

4.2.2 The Bid Bond shall be witten on a formidentical to that

i ncluded in the Bidding Docunents, and the attorney-in-fact who executes
the Bid Bond on behalf of the surety shall affix to the Bid Bond a
certified and current copy of the power of attorney.

4.2.3 Add the words "paynent and performance" before the word "bonds"; and add
the followi ng to subparagraph 4.2.3:

As soon as the Bid prices have been conpared, the Omer will return the
Bid Bonds of all except the three | owest responsible Bidders. Wen the
Agreenent is executed, the Bid Bonds of the two remaini ng unsuccessfu
Bi dders will be returned.

(08-26-98) PN 296



RD | nstruction 1942-A
Cui de 27
Attachnment 2

Page 2

4.2

4. 4.

1

Add the followi ng subparagraph to paragraph 4.2:

4.2.4 1f a Bidder refuses to execute the Agreement or obtain the

Per f ormance and Paynment Bonds within the agreed tinme, the Oaner may
consi der the Bidder in default, in which case the Bid Bond accompanyi ng
the Bid shall become the property of the Oaner.

Add the follow ng subparagraphs to paragraph 4. 3:

4.3.5 Al applicable | aws, ordinances, and the rules and regul ati ons of
all authorities having jurisdiction over construction of the Project,
shall apply to the Contract throughout.

4.3.6 The Bidder agrees to abide by the requirenents of Executive O der
11246, specifically including the provisions of the Equal Opportunity

Cl ause and the Standard Federal Equal Enpl oynent Construction Contract
Specifications set forth in the Supplenentary Conditions.

4.3.7 The Bidder agrees to abide by the requirenents of section 319 of
Public Law 101-121, which pertains to | obbying activities and applies to
reci pients of contracts or subcontracts that exceed $100,000 at any tier
under a Federal |oan that exceeds $150,000 or a Federal grant that
exceeds $100,000. Each Bid shall be acconpani ed by a conpl eted | obbyi ng
certification formidentical to that included in the Bidding Docunents.

4.3.8 The Bidder agrees to abide by the requirenents under 7 C.F.R

part 3017, which pertains to the debarment or suspension of a person
fromparticipating in a Federal programor activity. Each Bid exceeding
$25, 000 shall be acconpanied by a relevant conpleted certification form
identical to that included in the Biddi ng Docunents.

Del et e subparagraph 4.4.1 and substitute the foll ow ng:

4.4.1 No Bidder may withdraw, nodify or cancel a Bid within 60 cal endar
days after the actual date of the opening thereof. Should there be
reasons why the Contract cannot be awarded within the specified period,
the tinme may be extended by mutual agreenent between the Omer and the
Bi dder, and the concurrence of the Agency.

4.4.4 Delete the words ", if required," from Subparagraph 4.4. 4.
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ARTI CLE 5, CONSI DERATI ON OF BI DS
5.3.2 Del ete subparagraph 5.3.2 and substitute the foll ow ng:

5.3.2 The Owner shall have the right to accept Alternates in the
sequence or conbinations listed and to determine the | ow Bi dder on the
basis of the sumof the Base Bid and the Alternates accepted.

ARTI CLE 7, PERFORMANCE BOND AND PAYMENT BOND
7.1.1 Del ete subparagraph 7.1.1 and substitute the foll ow ng:

7.1.1 Prior to execution of the Contract, the Bidder shall furnish
Bonds covering the faithful performance of the Contract and the paynent
of all obligations arising thereunder. Both Bonds shall be separately
witten, each in the amount of the Contract Sum The cost shall be

i ncluded in the Bid.

7.1.2 Delete subparagraph 7.1.2 and substitute the foll ow ng:
7.1.2 Surety conpani es executing Bonds rmust hold a certificate of
authority as a acceptable surety on Federal Bonds as listed in Treasury
Crcular 570, as anended, and be authorized to transact business in the
State where the Project is |ocated.

7.1.3 Del ete subparagraph 7.1.3.

7.2.1 Del ete subparagraph 7.2.1 and substitute the foll ow ng:

7.2.1 The Bidder to whomthe Contract is awarded will be required to
execute the Agreenent and obtain Performance and Paynment Bonds within
ten (10) cal endar days fromthe date when the Notice of Award is
delivered to the Bidder. The Notice shall be acconpanied by the
necessary Agreenent and Bond formns.

7.2.2 Delete subparagraph 7.2.2 and substitute the foll ow ng:
7.2.2 The Bonds shall be witten on forns identical to those included

in the Bidding Docunents.

(Note: Any additional provisions that are necessary to remain effective after
execution of the Contract for Construction will be inserted here and conti nue
in the same format.)

o0o
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ATTACHVENT TO Al A DOCUMENT A101- 1997, Standard Form of Agreenent Between Oaner
and Contractor

The provisions of this Attachment shall delete, nodify and suppl ement the
provi sions contained in the “Standard Form of Agreement Between Oaner and
Contractor,” Al A Document A101-1997 Edition. The provisions contained in this
Attachnment shall supersede any conflicting provisions of the Al A Docunent.

The term "Agency," as used in this Attachment, shall nean the United States of
America, acting through the United States Departnment of Argiculture.

ARTI CLE 3, DATE OF COMVENCEMENT AND SUBSTANTI AL COWPLETI ON
3.1 Del et e paragraph 3.1 and substitute the follow ng:

3.1 The date of comencenent shall be contained in by the Notice to
Proceed.

3.3 Add the followi ng sentences to paragraph 3.3

If the Work is not substantially conplete on or before this date, or
within this period of tinme, or extension thereof granted by the Oaner,
the Omer will sustain damage that will be inpracticable and extrenely
difficult to quantify in the event of and by reason of such delays. The
Contractor shall pay to the Omer |iquidated damages in the sum of

$ for each cal endar day of delay. Any sums that may be due the
Owner as |iqui dated damages may be deducted from any nonies due or to
become due the Contractor under the Contract or may be collected from
the Contractor's surety.
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ARTI CLE 5, PAYMENTS

5.1.6 Insert "ten" and "10" in the appropriate spaces in subparagraphs 5.1.6.1

5.1.8 Insert the followi ng sentences in subparagraph 5.1.8:

The anmopunt retained shall be 10% of the value of Work until 50% of the
Work has been conpleted. At 50% conpletion, further partial payments
shall be made in full to the Contractor and no additional ambunts nmay be
retai ned unless the Architect certifies that the Wrk is not proceeding
satisfactorily, but amounts previously retained shall not be paid to the
Contractor. At 50% conpletion or any tinme thereafter when the progress
of the Wirk is not satisfactory, additional anmounts may be retai ned but
in no event shall the total retainage be nore than 10% of the val ue of
Wor k conpl et ed.

ARTI CLE 7, M SCELLANEOUS PROVI SI ONS

7.

6

Add the followi ng subparagraph to article 7.6:

7.6.1 This Agreenent shall not becone effective until concurred in
witing by the Agency. Such concurrence shall be evidenced by the
signature of a duly authorized representative of the Agency in the space
provided at the end of the Agency Attachment to this Agreement. The
concurrence so evidenced by the Agency shall in no way conmit the Agency
to render financial assistance to the Omer and is without liability to
t he Agency for any paynent hereunder, but in the event such assistance
is provided, the concurrence shall signify the provisions of this
Agreenent are consistent with Agency requirenents.
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ARTI CLE 8, ENUMERATI ON OF CONTRACT DOCUMENTS
The foll owi ng Docunments should be referrenced, if applicable:
Subpar agraph 8. 1. 3:

Attachnment to the Standard Form of Agreement Between Oaner and
Contractor (RD Instruction 1942-A, CGuide 27, Attachnent 3)

General Conditions of the Contract for Construction, Al A A201-1997

Attachment to the General Conditions of the Contract for Construction
(RD Instruction 1942-A, Guide 27, Attachment 4)

Federal Suppl ementary Conditions of the Contract for Construction (Al A
Docurent A201/ SC)

Attachnment to the Federal Supplenentary Conditions of the Contract for
Construction (RD Instruction 1942-A, CGuide 27, Attachment 5)

Speci al Conditions

Subpar agraph 8.1.7:

Invitation for Bids (Form RD 1924-5)

Instructions to Bidders (Al A Docurment A701)

Suppl ementary Instructions to Bidders (RD Instruction 1942-A, Cuide 27,
At t achnment 2)

Bi d Form

Bi d Bond

Conpl i ance Statement (Form RD 400- 6)

Payment Bond

Per f or mance Bond

Certification Regarding Debarment, Suspension, lneligibilty and
Vol untary Exclusion - Lower Tier Covered Transactions (Form AD 1048)

Di scl osure of Lobbying Activites (SF-LLL)

Certification for Contracts, Grants and Loans (RD Instruction 1940-Q
Exhi bit A-1)

SI GNATURE BLOCK:

Del ete the signature block on page 7 of this Agreement and substitute the
bl ock on the foll owi ng page:
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IN WTNESS WHEREOF, the parties hereto have executed, or caused to be executed
by their duly authorized officials, this Agreement in duplicate on the
respecti ve dates indicated bel ow

OMNER:
ATTEST: By
Type Name Type Name
Title Title
Dat e Dat e
CONTRACTOR:
ATTEST: By
Type Name Type Name
Title Title
Dat e Dat e

AGENCY CONCURRENCE

By

Type Name

Title

Dat e

o000
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ATTACHVENT TO Al A DOCUMENT A201- 1997, General Conditions of the Contract for
Constructi on

The provisions of this Attachment shall delete, nodify and suppl ement the
provi sions contained in the "General Conditions of the Contract for
Construction,” Al A Docunent A201-1997 Edition. The provisions contained in
this Attachnent will supersede any conflicting provisions of the Al A Docurent.
The term "Agency,” as used in this Attachment, shall nean the United States of
America, acting through the United States Departnent of Agriculture.

ARTI CLE 1, GENERAL PROVI SI ONS

1.2 Add the follow ng subparagraph to paragraph 1.2:

1.2.4 Concurrence in the Contract by the Agency is required before
the contract is effective.

ARTI CLE 2, OWNER

2.2.5 Del et e subparagraph 2.2.5 and substitute the follow ng:

2.2.5 The Contractor will be furnished, free of charge, ____ copies
of the Drawi ngs and Project Manual s necessary for execution of the
Work. Additional copies will be available fromthe Architect at the

cost of reproduction and handling.

ARTI CLE 4, ADM NI STRATI ON OF THE CONTRACT

4.1.1 Del ete the | ast sentence of subparagraph 4.1.1 and substitute the
fol |l owi ng:

The term "Architect" means the Architect, or the Engi neer when the
nature of the Wrk is within the authority granted engi neers by the
State licensure law, or an authorized representative of the Architect
or Engi neer.

4.2.12 Del ete the words "and will not be |iable for results of

interpretations or decisions so rendered in good faith" in the | ast
sentence of subparagraph 4.2.12.

4.4.5 Add after the word "but”, the words "may be" in the second sentence
of subparagraph 4.4.5.

(08-26-98) PN 296



RD I nstruction 1942-A
Cui de 27

Attachnent 4

Page 2

4.6.1 Repl ace the word "shall" with the word "may" in the first and second
sentences of subparagraph 4.6. 1.

4.6.2 Del et e subparagraph 4.6.2 and substitute the foll ow ng:

4.6.2 The arbitration provisions in this subparagraph may be
initiated by either party to this Contract by filing with the other
party and the Architect a witten request for arbitration. The other
party may accept or reject the request by filing a witten answering
statement with the requesting party and the Architect within fourteen
(14) cal endar days of the receipt of such request. |If the request is
accepted the provisions of this section shall apply. If the request
is rejected or an answering statenent is not filed within the
fourteen (14) day period, the provisions in this subparagraph wll

not apply.

4.6.2.1 Wthin fourteen (14) cal endar days or any mutually agreeable
time period thereafter, each party to this Contract will appoint one
arbitrator. Wthin fourteen (14) cal endar days or any mutually
agreeable tine period thereafter, the two arbitrators will select a
third arbitrator. Failure to appoint an arbitrator within the
mutual |y agreeable tinme periods will terminate further actions under

t hi s subparagraph.

4.6.2.2 The arbitrators will select a hearing location as close to
the Omer's | ocal e as possible.

4.6.2.3 The procedure for conducting the hearings will follow the
Construction Industry Arbitration Rules of the Anerican Arbitration
Associ ati on.

4.6.3 Repl ace the word "demand" with the word "request” in the first
sentence of subparagraph 4.6. 3.

4.6.5 Repl ace the word "demand" with the word "request” in the first
sentence of subparagraph 4.6.5.
ARTI CLE 7, CHANGES IN THE WORK

7.1.2 Insert the words ", Agency” after the word "Oaner" in subparagraph
7.1.2.



7.3.3

7.3. 4

7.3.6

ARTI CLE

RD I nstruction 1942-A
Cui de 27

Attachnent 4

Page 3

Del et e subparagraph 7.2.1 and substitute the follow ng:

7.2.1 A change order is a witten order to the Contractor utilizing
Form RD 1924-7, "Contract Change Order," signed by the Owner,
Architect, Contractor, and the Agency representative. It is issued
after the execution of the Contract, authorizing a change in the Wrk
or an adjustnent in the Contract Sumor the Contract Time. The
Contract Sum and the Contract Time may be changed only by Change
Order. The Contractor's signing of the change order indicates

conpl ete agreenent therein. Wen the Contract Sumis based on unit
price, a unit bid quantity may be increased or decreased by a maxi mum
of twenty percent (20% without invalidating the unit price.

Add the followi ng sentence to subparagraph 7.3.1.

A Construction Change Directive may be used only for a change in
response to an energency, as described in Paragraph 10.6.

Del et e subparagraph 7. 3. 3.
Del et e subparagraph 7. 3. 4.

Del et e Subparagraph 7. 3. 6.

8, TIME
Add the followi ng subparagraph to paragraph 8. 2:

8.2.4 The Notice to Proceed shall be issued within twenty (20)

cal endar days of the execution of the Agreenent by the Oamner. Should
there be reasons why the Notice to Proceed cannot be issued wthin
such period, the tine nmay be extended by mutual agreenent of the
Owmner and Contractor, with the concurrence of the Agency. |If the
Notice to Proceed has not been issued within the twenty (20) cal endar
day period or within the period rmutually agreed, the Contractor nmay
term nate the Agreenent without further liability on the part of

ei ther party.

Add the followi ng subparagraph to paragraph 8. 3:
8.3.4 As outlined in article 3 of the Agreenment, the Contractor

agrees to pay liquidated damages to the Omer for each cal endar day
the Contractor shall be in default.
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ARTI CLE 9, PAYMENTS AND COWPLETI ON
9.3.1.1 Add the follow ng sentence to clause 9.3.1.1:

Work perfornmed and materials supplied under a Change Order may be
i ncl uded for paynment only after the Change Order has been approved by
all appropriate parties, including the Agency.

9.4.1 Repl ace the word "seven" with the word "ten (10)" in the first
sentence; and add the words, "using Al A Docurments 702, 'Application
and Certificate for Paynment' or Form RD 1924-18, 'Partial Paynent

Estimate'," after "Certificate for Payment" in Subparagraph 9.4.1
9.6 Add the follow ng subparagraph to paragraph 9. 6:
9.6.8 No progress paynents will be made that deplete the retainage,

nor place in escrow any funds that are required for retai nage, nor
i nvest the retainage for the benefit of the Contractor

9.7.1 Repl ace the word "seven" with the word "ten (10)" in the first
sentence, second and third |ines of subparagraph 9.7.1.

9.8.4 Add the words ", in
col l aboration with the Agency Architect or
Engi neer," after "prepare" in the first sentence of subparagraph
9.8.4.

9.8.5 Del et e subparagraph 9.8.5 and substitute the follow ng:

9.8.5 When the Wrk has been substantially conpl eted, except for the
Wor k whi ch cannot be conpl eted because of weather conditions, |ack of
material s or other reasons, which, in the judgnment of the Oaner, are
valid reasons for non-conpletion, the Owmer may make additiona
paynments, retaining at all times an ampunt sufficient to cover the
estimated cost of the Wirk still to be conpl eted.
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Del et e subparagraph 9.9.1 and substitute the foll ow ng:

9.9.1 The Contractor agrees to the use and occupancy of a portion or
unit of the Project before formal acceptance by the Omer under the
foll owi ng conditions:

9.9.1.1 A Certificate of Substantial Conpletion shall be prepared
and executed as provided in subparagraph 9.8.4, except that when, in
t he opinion of the Architect, the Contractor is chargeable with
unwarranted delay in conpleting the Wirk or the Contract

requi renents, the signature of the Contractor will not be required.
The Certificate of Substantial Conpletion shall be accomnpani ed by
copi es of Contractor’s insurance policies, witten endorsements of
the Contractor's insurance carrier, and the surety permtting
occupancy by the Omer during the remaining period of the Project
Work. COccupancy and use by the Omner shall not conmence unti

aut hori zed by public authorities having jurisdiction over the Wrk.

9.9.1.2 Cccupancy by the Oamner shall not be construed by the
Contractor as being an acceptance of that part of the Project to be
occupi ed.

9.9.1.3 the Contractor shall not be held responsible for any danage
to the occupied part of the Project resulting fromthe Omer's
occupancy.

9.9.1.4 Cccupancy by the Oamner shall not be deenmed to constitute a
wai ver of existing claims in behalf of the Oamer or Contractor
agai nst each ot her.

9.9.1.5 |If the Project consists of nore than one building, and one
of the buildings is to be occupied, the Omer, prior to occupancy of
that building, shall secure permanent property insurance on the

buil ding to be occupi ed and necessary permts which nay be required
for use and occupancy.

Del et e subparagraph 9.9.2 and substitute the follow ng:

9.9.2 Wth the exception of clause 9.9.1.5, use and occupancy by the
Owner prior to Project acceptance does not relieve the Contractor of
the responsibility to maintain all insurance and bonds required of the
Contractor under the Contract Documents until the Project is conpleted
and accepted by the Omner.

Del et e subparagraph 9.9. 3.
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9.10.2

ARTI CLE

11.1.2

11.4.2

11.4.3
11.4.5
11.4.7

11.5.1

uction 1942-A

nt 4

Del ete the second and third sentences of subparagraph 9.10. 2.

11, | NSURANCE AND BONDS

Repl ace the words "the Contract Docunents" with the words
"subparagraph 11.1.4 of the Attachment to the Federal Supplenmentary
Condi tions of the Contract for Construction" in the first sentence of
subparagraph 11.1. 2.

Repl ace the word "Omer" with "Contractor” in the first sentence of
subpar agraph 11.4. 2.

Del ete the | ast sentence in subparagraph 11.4. 3.

Del et e subparagraph 11.4.5.

Del et e subparagraph 11.4.7.

Del et e subparagraph 11.5.1 and substitute the foll ow ng:

11.5.1 The Contractor shall furnish the Omer Bonds covering
faithful performance of the Contract and payment of obligations
arising thereunder within ten (10) cal endar days after receipt of the
Noti ce of Award. The surety conpany executing the Bonds nust hold a
certificate of authority as an acceptable surety on Federal Bonds as
listed in Treasury Circul ar 570, as anended, and be authorized to
transact business in the State where the Project is located. The
Bonds (using the forms included in the Bidding Docurments) shall each
be equal to the amount of the Contract Sum The cost of these Bonds
shall be included in the Contract Sum

11.5.1.1 The Contractor shall require the attorney-in-fact who
executes the required Bonds on behal f of the surety to affix thereto
a certified and current power of attorney.

11.5.1.2 If at any time a surety on any such Bond is decl ared
bankrupt or loses its right to do business in the State in which the
Wrk is to be performed or is renpbved fromthe list of surety
conpani es accepted on Federal Bonds, the Contractor shall within ten
(10) cal endar days after notice fromthe Omer to do so, substitute
an acceptable Bond in such formand sum and signed by such other
surety or sureties as nmay be satisfactory to the Omer. The preniuns
of such Bond shall be paid by the Contractor. No further paynent
shal | be deenmed due nor shall be made until the new surety or
sureties shall have furnished an acceptable Bond to the Oaner.
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ARTI CLE 13, M SCELLANEQUS PROVI SI ONS
13.5 Add the follow ng subparagraph to Paragraph 13.5:

13.5.7 The Contractor shall reinburse the Ower for services
provi ded by the Architect in connection with eval uating substitutions
proposed by the Contractor and naki ng subsequent revisions to
Drawi ngs, Specifications and ot her docunentation resulting therefrom

13 Add the follow ng paragraphs to article 13:
13.8 EQUAL OPPORTUNI TY REQUI REMENTS

Non-di scrim nation in Enpl oynent by Federally Assisted Construction
Contractors, by Executive Order 11246.

13.8.1 This section sunmarizes Executive Order 11246, as anended,

whi ch prohi bits enpl oynment discrimnation and requires enployers
hol di ng non- exenpt Federal contracts and subcontracts and federally-
assisted contruction contracts and subcontracts in excess of $10, 000
to take affirmative action to ensure equal enployment opportunity

wi t hout regard to race, color, religion, sex, or national origin.

The Executive Order requires, as a condition for the approval of any
federal |y assisted construction contract, that the applicant

i ncorporate nondi scrimnation and affirmative action clauses into its
non- exenpt federally assisted construction contracts.

13.8.2 Executive Order 11246, as anended, is adninistered and
enforced by the Ofice of Federal Contract Conpliance Prograns
(OFCCP), an agency in the U S. Departnent of Labor's Enmpl oyment

St andards Administration. OFCCP has issued regulations at 41 C F. R
chapter 60 inplenmenting the Executive Order. The regulations at 41
C.F.R part 60-4 establish the procedures which the Agency, as an
admi nstering agency, must follow when naking grants, contracts,

| oans, insurance or guarantees involving federally assisted
construction which is not exenpt fromthe requirenments of Executive
Order 11246. The regul ations which apply to Federal or federally
assisted construction contractors also are published at 41 C F. R
part 60-4.
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13.8.3 OFCCP has established numerical goals for mnority and fenale
utilization in construction work. The goals are expressed in
percentage ternms for the contractor's aggregate workforce in each
trade. OFCCP has set goals for mnority utilization based on the
percentage of minorities in the civilian labor force in the rel evant
area. There is a single nationw de goal of 6.9 percent for
utilization of women. The goals apply to all construction work in

t he covered geographic area, whether or not it is federal, federally
assisted or non-federal. A notice advises bidders of the applicable
goals for the area where the project is to be |ocated.

13.8.4 Application. This section applies to all of a construction
contractor's or subcontractor's enpl oyees who are engaged in on-site
construction including those construction enpl oyees who work on a
non- Federal or non-Federally assisted construction site.

13.8.4.1 Agency officials will notify the appropri ate Regi ona
Director of OFCCP that an Agency financed construction contract has
been awarded, and that the equal opportunity clauses are included in
the contract docunents.

13.8.4.2 The Regional Director, OFCCP-DOL, will enforce the non-
di scrimnation requirenments of Executive Order 11246.

13.8.5 The prospective contractor or subcontractor nust conmply with
the Imm grati on Reformand Control Act of 1986 by conpleting and
retaining FormI1-9, "Enployment Eligibility Verification," for

enpl oyees hired. This formis available fromthe Imrgration and
Nat ural i zati on Service, and Departnent of Justice.

13.8.6 The prospective contractor or subcontractor nust submt

Form RD 400-6, "Conpliance Statement," to the applicant and an Agency
official as part of the bid package, prior to any contract bid
negoti ati ons and conmply with the Executive Order 11246 as stated in
the contract docunents.

13.9 STATUTES

13.9.1 The contractor and each subcontractor shall conply with the
followi ng statutes (and the regul ati ons issued pursuant thereto,
whi ch are incorporated herein by reference):

13.9.1.1 dean Air Act (42 U S.C. 7414), section 114, and the Water
Pol lution Control Act (33 U.S.C. 1813), section 308. Under Executive
Order 11738 and Environmental Protection Agency (EPA) regul ations 40
C.F.R part 15, all Contracts in excess of $100,000 are required to
conply with these Acts. The Acts require the Contractor to:
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13.9.1.1.1 Notify the Omer of the receipt of any communication from
EPA indicating that a facility to be utilized in the performance of
the Contract is under consideration to be listed on the EPA |ist of
Violating Facilities,

13.9.1.1.2 Certify that any facility to be utilized in the
performance of any nonexenpt contractor or subcontractor is not
listed on the EPA list of Violating Facilities as of the date of the
Contract Award.

13.9.1.1.3 Include or cause to be included the above criteria and
requi renments of clauses 13.9.1.1.1 and 13.9.1.1.2 in every nonexenpt
Subcontract, and that the Contractor will take such actions as the
Agency may direct as a nmeans of enforcing such provisions.

13.9.1.2 Restrictions on Lobbying (Public Law 101-121, section 319)
as suppl enented by Departnent of Agriculture regulations (7 C.F.R
part 3018). This Law applies to the recipients of contracts and
subcontracts that exceed $100,000 at any tier under a Federal |oan
that exceeds $150,000 or a Federal grant that exceeds $100, 000. |If
applicable, the Contractor must conmplete a certification formon

| obbying activities related to a specific Federal |oan or grant that
is a funding source for this Contract. The certification and

di scl osure forms shall be provided by the Oaner.

13.9.1.3 Copel and Anti-Ki ckback Act (18 U.S.C. 874) as suppl enent ed
i n Department of Labor regulations (29 CF.R part 3). This Act
provi des that each Contractor shall be prohibited frominducing, by
any neans, any person in connection with the construction to give up
any part of the compensation to which the person is otherw se

entitl ed.

13.10 RECORDS

13.10.1 If the Contract is based on a negotiated Bid, the Omer, the
United States Departnent of Agriculture, the Conptroller General of
the United States, or any of their duly authorized representatives,
shal | have access to any books, docunents, papers, and records of the
Contractor which are directly pertinent to a specific Federal |oan
program for the purpose of meking audit, exam nation, excerpts, and
transcriptions. The Contractor shall maintain records for at |east
three years after the Omer mmkes final paynent and all other pending
matters are cl osed.

(08-26-98) PN 296
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13. 11 ENVI RONMENTAL REQUI REMENTS

13.11.1 Mtigation Measures - The contractor shall conmply with
applicable mitigation nmeasures established in the environnental
assessment for the project. These may be obtained fromthe Agency
representative.

13.11.2 Endangered Species - The Contractor shall conply with the
Endanger ed Species Act. Should any evidence of the presence of
endangered or threatened species or their critical habitat be brought
to the attention of the Contractor, the Contractor will imediately
report this evidence to the Architect and the Agency representative.
Construction shall be tenporarily halted pending the notification
process and further directions issued by the Agency after
consultation with the U S. Fish and Wldlife Service.

13.11.3 The Contractor, when constructing a Project involving
trenchi ng, excavating, or other earth moving activity, shall conply
with the follow ng environnental constraints:

13.11.3.1 Historic Preservation - Any excavation or other earth
novi ng activity by the Contractor that uncovers a historical or
archaeol ogi cal artifact shall be imrediately reported to the
Architect and the Agency representative. Construction shall be
temporarily halted pending the notification process and further
directions issued by the Agency after consultation with the State
Hi storic Preservation O ficer or other appropriate historic
preservation official

13.11.3.2 Human Remmins and Cultural Itens - Any excavation or other
earth nmoving activity by the Contractor that uncovers human renmains
or cultural itenms shall be inmediately reported to the Architect and
t he Agency representative. Construction shall be tenporarily halted
pendi ng the notification process and further directions issued by the
Agency after consultation with the appropriate authorities.

13.11.3.3 Pal eontol ogy - Any excavation or other earth noving
activity by the Contractor that uncovers a fossil or other

pal eont ol ogi cal materials that nay have scientific significance shal
be i mediately reported to the Architect and the Agency
representative. Construction shall be tenporarily halted pending the
notification process and further directions issued by the Agency
after consultation with appropriate authorities.
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13.11.3.4 Wetlands - The Contractor, when disposing of excess,
spoil, or other construction materials on public or private property,
will not fill in wetlands.

13.11.3.5 Floodplains - The Contractor, when disposing of excess,
spoil, or other construction materials on public or private property,
will not fill in 100-year floodplain areas delineated on the I|atest
Federal Emergency Management Adninistration floodplain maps.

13.11.4 Lead-Based Paint - The Contractor and Omer shall conply

wi th applicabl e Agency requirements of the Lead-Based Pai nt Poi soning
Prevention Act, as anended (42 U.S.C. 4821 et seq.), and the

Resi denti al Lead-Based Paint Hazard Reduction Act of 1992 (42 U.S.C.
4851 et seq.) for rehabilitation work on residential property built
prior to 1978.

13.12 DEBARMENT AND SUSPENSI ON
13.12.1 The Contractor shall comply with the requirements of 7

C.F.R part 3017, which pertains to the debarment or suspension of a
person from participating in a Federal programor activity.

o000
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ATTACHMENT TO Al A DOCUMENT A201/ SC-1990, FEDERAL SUPPLEMENTARY CONDI TI ONS OF
THE CONTRACT FOR CONSTRUCTI ON

The provisions of this Attachment shall delete, nodify and suppl ement the
provi sions contained in the "Federal Supplementary Conditions of the Contract
for Construction,” AlA Docunent A201/SC-1990 Edition. The provisions
contained in this Attachment will supersede any conflicting provisions of the
Al A Docunent. The term "Agency,” as used in this Attachment, shall nean the
United States of Anerica, acting through the United States Departnent of
Agricul ture.

ARTI CLE 11, | NSURANCE AND BONDS

11.1.4 Insert the following mnimumlinits of liability in subparagraph
11.1 4:

11.1.4.3 Contractual Liability:
(a) Bodily Injury

$500, 000 Each Qccurrence
$500, 000 Aggregate

(b) Property Damage

$200, 000 Each Qccurrence
$200, 000 Aggregate

11. 4 Par agraph 11.4, Property Insurance, shall be nodified as described
in "Option B" of Al A Docurment A201/ SC.

ARTI CLE 15, M SCELLANEQUS SUPPLEMENTARY CONDI TI ONS
15. 4 Del et e paragraph 15. 4.
15.6 Del et e paragraph 15. 6.
15.7 Del et e paragraph 15.7.
15. 8 Del et e paragraph 15. 8.

15.9 Del et e paragraph 15.9.

(08-26-98) PN 296
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15.11.1 Add the words "as applicable," after the words "through 15.15.1," in
the first sentence; and add the words,” as applicable" at the end of
the | ast sentence of subparagraph 15.11. 1.

15.12 Del ete paragraph 15.12

15.13 Del ete paragraph 15.13

15.14 Del ete paragraph 15.14

15.15 Del ete paragraph 15.15

15.17 Del ete paragraph 15.17

o000
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ENG NEERI NG FEE ANALYSI S

Part 1: Overview of System

Thi s program was desi gned by the Program Support Staff to aid State Offices in
tracking current trends in nmarket rates for engineering fees on water and
wast e di sposal projects. This programmy be used by the State Ofice to
produce graphs to be used in deternining reasonabl e engi neering fee on
proposed projects.

Al'l necessary instructions and information will appear on the computer screen
as needed by the user. The systemis nenu driven to be user friendly, and
"hel p" is avail abl e throughout the system

1) an information option appears on nenu, and
2) each data entry field has "hel p* available on the type of data
to be entered in that field.

The system perforns checks on the data entered and di spl ays error nessages as
necessary.

Al t hough hel pful, typing is not required to use this system The systemis
predonmi nantly menu driven.

Part 2: Data Guide

The informati on which nay be stored in the Engi neering Fee Analysis Systemis
organi zed into two separate data entry screens. The first screen contains

i nformati on on individual projects. The second screen contains specifications
for graph options.

Screen 1 -

The following information is required:
Proj ect nane
Bi d openi ng date

Construction cost
Engi neering fee

The system perforns tests on required fields, and will not accept an
i ncomplete entry. Al fields must be entered. The project's name nust be
uni que. I n cases where the same nanme is used for multiple projects, some

convention (such as incorporating the town name, adding a number, etc.) nust
be used to make each nane unique. The nane may not include asterisks (*),
apostrophes ('), or question marks (?).
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Screen 2 -

Screen 2, "Gaph Options", contains data fields which nay be changed to
control the range of the graph axes. The upper and lower linmts can be
changed for both axes. The increnents along both axes can al so be adj usted

within specified limts.

Part 3: Limtations of the System

The Engi neering Fee Analysis System was designed for single user. Only one
user nmay access the data at a time: adding new projects, editing existing
projects, or producing graphs.

There is no linmt on the nunber of projects which my be added to the data
base within the system The only Iimt would be the storage capacity of the
m ni comput er used (AT&T 3B2).

Part 4. System Adninistration |Information

This software was devel oped in accordance with the Software Devel opment Guide
and as such is located in the /usr/workaid directory. The shell script which
operates the software is /usr/workaid/ bin/engfee file. Al other files are

| ocated in /usr/workaid/lib/engfee directory.

Root has wite pernmissions in all these directories. The individual user bas
wite permissions only in the lib directory, where data is stored. The data
entered on projects is located in the file

/usr/workaid/lib/engfee/ EFw.tbl and EFs.tbl. The version nunber and date of

the software is stored in the file /usr/workaid/bin/engfee.

The Primary Office in developing this software was the Program Support Staff.

Techni cal Support was provided by the Program Support Staff, Decision Support
Branch. Enhancenments will be incorporated in future versions.
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